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THE SCOPE AND METHOD OF POLITICAL ECONOMY 
IN THE LIGHT OF THE “MARGINAL” THEORY 
OF VALUE AND OF DISTRIBUTION.! 


I. 


I ADDRESS myself primarily to those who already accept the 
marginal theory of Value and Distribution, inviting their attention 
to the modifications it is already introducing into current concep- 
tions of Political Economy and of its relation to other studies, 
and urging the necessity of accepting the change more frankly 
and pressing it further. But at the same time I think we shall 
find that the best approach to our proper subject is through a 
eummary exposition, if not a defence, of the theory itself. 

Let us begin by attempting to determine the characteristic 
of the economic field of investigation. Naturally there is no 
sharp line that marks off. the economic life, and we must not 
expect to arrive at any rigid definition of it; but I take it that 
if I am doing a thing because I want it done for its own sake 
(not necessarily my own sake, in any restricted sense, for it may 
primarily concern some one else in whom I am interested out 
of pure good will), or am making a thing that I require for the 
supply of my own desires or the accomplishment of my own 
purposes; if, in fact, I am engaged in the direct pursuit of my 
own purposes, or expression of my own impulses, my action is 
not economic. But if I am making or doing anything not 
because I have any direct interest in it, but because someone else 
wants it, and that other person will either do what I want done 
or put me in command of it, then I am furthering his purposes 
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as a means of furthering my own. I am indirectly forwarding 
my purposes by directly forwarding his. This is the nature of 
the economic relation, and the mechanism or articulation of the 
whole complex of such economic relations is the proper subject 
of economic investigation. Thus, if a peasant adorns his ox- 
yoke with carving because he likes doing it and likes it when 
done, or if he carves a stool for his friend because he loves 
him and likes doing it for him and believes he will like it when 
done, the action is not economic; but if he gets a reputation 
for carving and other peasants want his work, he may become a 
professional carver and may carve a yoke or a stool because other 
people want them and he finds that supplying their wants is the 
easiest way for him to get food and clothes and leisure for his 
own art, and all things else that he desires. His artistic work 
now puts him into an economic relation with his fellows; but 
this example serves to remind us that there may be an indefinite 
area of coincidence between the economic and non-economic 
aspects of a man’s occupations and relations. That man is 
happy indeed who finds that in expressing some part of his 
nature he is providing for all his natural wants; or that in 
rendering services to friends in which he delights he is putting 
himself in command of all the services he himself needs for the 
accomplishment of his own purposes. A perfect coincidence of 
this nature is the dream of modern Utopias; but my present 
subject is only the economic side of the shield. 

The economic organism, then, of an industrial society repze- 
sents the instrumentality whereby every man, by doing what he 
can for some of his fellows, gets what he wants from others. 
It is true, of course, that those for whom he makes or does some- 
thing may be the same as those from whom he gets the particular 
things he wants. But this is not usual. In such a society as 
ours the persons whom a man serves are usually incapable of 
serving him in the way he desires, but they can put him in 
command of the services he requires, though they cannot render 
them. This is accomplished by the instrumentality of money, 
which is a generalised command of the services and commodities 
in the circle of exchange ; “money” being at once a standard in 
which all market prices are expressed, and a universal com- 
modity which everyone who wishes to exchange what he has 
for what he wants will accept as a medium, or middle term, by 
which to effect the transformation. Thus in most commercial 
transactions one party furthers a specific purpose of the other, 
and receives in exchange a command, defined in amount but not 





1914] THE SCOPE AND METHOD OF POLITICAL ECONOMY 


in kind, of services and commodities in general; the scale of 
equivalence being a publicly recognised thing announced in 
current market prices. [very member of the community who 
stands in economic relations with others alternately generalises 
his special resources and then specialises his general resources, 
first directly furthering someone else’s purposes and then picking 
out the persons who can. directly further his. Thus each of us 
puts in what he has at one point of the circle of exchange and 
takes out what he wants at another. Being out of work is being 
unable to find anyone who values our special service enough to 
relinquish in our favour such a command of services in general as 
we are prepared to accept in return. 

(ur economic relations, therefore, are built up on a recog- 
nised scale of equivalences amongst the various commodities and 
services in the circle of exchange; or, in other words, upon 
market values. And our first step must be to formulate the 
“marginal” theory of exchange, or market, values. It is 
capable of very easy and precise formulation in mathematical 
language; for it simply regards value in exchange as the first 
derived or ‘differential’ function of value in use; which is as 
much as to say, in ordinary language, that what a man will give 
for anything sooner than go without it is determined by a com- 
parison of the difference which he conceives its possession will 
make to him, compared with the difference that anything he 
gives for it or could have had instead of it will or would make ; 
and, further, that we are generally considering in our private 
budgets, and almost always in our general speculations, not the 
significance of a total supply of any commodity—coals, bread, or 
clothes, for instance—but the significance of the difference 
between, say, a good and a very good wheat harvest to the public, 
or the difference between ten and eleven loaves of bread per week 
to our own family, or perhaps between ten days and a fortnight 
spent at the sea-side. In short, when we are considering whether 
we will contract or enlarge our expenditure upon this or that 
object,, we are normally engaged in considering the differ- 
ence to our satisfaction which differences of adjustment in our 
several supplies will make. We are normally engaged, then, not 
in the consideration of totals, either of supplies or of satisfac- 
tions, but of differences of satisfaction dependent upon differences 
of supplies. 

According to this theory, then, what I am willing to give for 
an increase in my supply of anything is determined by the 
difference it will make to my satisfaction, but what I shall have 
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to give for it is determined by the difference it would make to 
the satisfaction of certain other people; for if there is anyone 
to whom it will make more difference than it will to me, he will 
be ready to give more for it, and he will get it, while I go without. 
But again, since the more he has the less difference will a still 
further increase make to him, and the less I have the more differ- 
ence will a still further decrease make to me, we shall ultimately 
arrive at an equilibrium; what I am willing to give and what 
I am compelled to give will coincide, and the difference that a 
little more or a little less of any commodity which I habitually 
consume makes to my estimated satisfaction will be identical 
with a similar estimated difference to any other habitual con- 
sumer. 

Or we may attack the problem from the point of view of the 
individual. We have pointed out that to any individual the 
differential significance of a unit of supply of any commodity 
or service declines as the supply increases. In our own expendi- 
ture, we find that current prices (our individual reaction on the 
market being insensible) fix the terms on which the various alter- 
natives offered by the whole range of commodities and services in 
the circle of exchange are open to us. Obviously, so long as the 
differential satisfaction anticipated from one purchase exceeds that 
which the same money would procure from another, we shall take 
the preferable alternative (thereby reducing its differential superi- 
ority) until we have so regulated our expanding or contracting 
supplies that the differential satisfactions gained or lost from a given 
small increase or decrease of expenditure upon any one of our 
different objects of interest is identical. Into the practical diffi- 
culties that prevent our ever actually reaching this ideal equili- 
brium of expenditure I will not here enter; but I must call 
attention to the identity in principle of this analysis of the 
internal economy of our own choice between alternatives, tending 
to a subjective equilibrium between the differential significances 
of different supplies to the same person, and the corresponding 
analysis, just given, of the process by which an objective equili- 
brium is approached between the differential significances of the 
same supplies to different persons. 

And this observation introduces another of extreme import- 
ance. In our private administration of resources we are con- 
cerned both with things that are and with things that are not in 
the circle of exchange, and the principle of distribution of 
resources is identical in both cases. The independent student 
who is apportioning his time and energy between pursuing his 
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own line of research and keeping abreast of the literature of his 
subject is forming estimates of differential significances and is 
equating them to each other just as directly as the housewife 
who is hesitating between two stalls in the market. And when 
we are considering whether we will live in the country or the 
town, we may find, on examination, that we are carefully equating 
increments and decrements of such apparently heterogeneous 
indulgences as those associated with fresh eggs and friendship. 
Or, more generally, the inner core of our life problems and the 
gratification of all our ultimate desires (which are indeed in- 
extricably interlaced with our command of exchangeable things, 
but are the ends to which the others are but means) obey 
the same all-permeating law. Virtue, wisdom, sagacity, prudence, 
success, imply different schemes of values, but they all submit to 
the law formulated by Aristotle with reference to virtue, and 
analysed by modern writers with reference to business, for they 
all consist in combining factors xaz7’ opOov Aoyov, in the right 
proportion, as fixed by that distribution of resources which estab- 
lishes the equilibrium of their differential significances in securing 
the object contemplated, whether that object be tranquillity of 
mind, the indulgence of an overmastering passion or affection, the 
command of things and services in the circle of exchange, or a 
combination of all these, or of any other conceivable factors of 
life. 

Now this dominating and universal principle of the distribution 
of resources, as we have seen, tends, by the instrumentality of 
the market, to secure an identity in the relative positions of 
increments of all exchangeable things upon the scales of all the 
members of the community amongst whom they are distributed. 
For if, amongst the things he possesses, A finds one, a given 
decrement in which would make less difference to him, as 
measured in increments of other exchangeable things, than the 
corresponding increment would make to B (who is assumed to 
have a certain command of exchangeable things in general), 
obviously there is a mutual gain in B giving for the increment in 
question what is less than worth it to him but more than worth 
it to A. There is equilibrium therefore only when a decrement in 
any man’s stock of any exchangeable thing would make more 
difference to him, as measured in other exchangeable things, than 
the corresponding increment (measured in the same terms) would 
make to anyone else. Hence all those who possess anything must, 
in equilibrium, value it more, differentially or incrementally, than 
anyone who does not possess it, provided that this latter does 
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possess something, and provided that “value” is measured in 
exchangeable things. 

But this last qualification is all-important. The market tends 
to establish an identity of the place of the differential value of 
any commodity amongst all exchangeable things on everybody’s 
scale of preferences, and further to secure that it is higher on the 
scale of everyone that has it than on the scale of anyone who has 
it not; so that to that extent, and in that sense, things must 
always tend to go and to stay where they are most significant. 
But then exchangeable things are never really the ultimately 
significant things at all. They are means. The ends, which are 
always subjective experiences of some kind, whether of the senses 
or the will or the emotions, are not in any direct way exchange- 
able; and there is no machinery to secure that increments and 
decrements of exchangeable things shall in industrial equilibrium 
take the same place and have the same differential significance on 
the scales of any two men when measured not in terms of other 
means, but in terms of ends. If two men habitually spend a 
portion of their resources on food and on books, there is a pre- 
sumption that to both of them the differential significance of a 
shilling’s-worth of food and of a volume of Everyman’s or the 
Home University Library is equivalent. But there is no pre- 
sumption whatever that the vital significance of either one or 
the other is identical to the two men as measured, not each in 
terms of the other, but each in the degree to which it ministers 
to the ultimate purposes of its possessor or consumer ; in the pain 
that its absence or the pleasure that its presence would give him ; 
or in its ultimate significance upon his life. Granted that 2 makes 
just as much difference, both to you and to me, as y does, it does 
not follow that either z or y makes the same difference to you 
that it does to me. 

The ground is now clear for a step forward along the main line 
of our advance. The differential theory of exchange values carries 
with it a corresponding theory of distribution, whether we use 
this term in its technical sense of the division of a product amongst 
the factors that combine for its production, or whether we employ 
it as equivalent to “administration,” and are thinking of the 
administration of our personal resources; that is to say, their 
distribution amongst the various objects that appeal to us; or 
again, the distribution, under economic pressures, of the sum of 
the industrial resources of a society amongst the objects that 
appeal to its members. 

Land, manifold apparatus, various specialised faculties of 
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hand, eye, and brain, are essential, let us say, to the production of 
some commodity valued by someone (it does not matter whom), 
for some purpose (it does not matter what). None of these 
heterogeneous factors can be dispensed with, and therefore the 
product in its totality is dependent upon the co-operation of each 
one severally. But there is room for wide variety in the propor- 
tions in which they are combined, and whatever the existing 
proportion may be each factor has a differential significance, and 
all these differential significances can be expressed in a common 
unit ; that is to say, all can be expressed in terms of each other, 
by noting the increment or decrement of any one that would be 
the equivalent of a given decrement or increment of any other ; 
equivalence being measured by the neutralising of the effect upon 
the product, or rather, not upon the material product itself, but 
the command of generalised resources in the circle of exchange 
for the sake of which it is produced. The manager of a business 
is constantly engaged in considering, for instance, how much 
labour such-and-such a machine would save; how much raw 
material a man of such-and-such character would save; what 
equivalent an expansion or reconstruction of his premises would 
yield in ease and smoothness in the conduct of business; how 
much economy in the shop would be effected by a given addition 
to the staff in the office, and soon. ‘This is considering differential 
significances and their equivalences as they affect his business. 
And all the time he is also considering the prices at which he can 
obtain these several factors, dependent upon their differential 
significances to other people in other businesses. His skill con- 
sists, like that of the housewife in the market, in expanding and 
contracting his expenditure on the several factors of production 
so as to bring their differential significances to himself into co- 
incidence with their market prices. And note that the same 
principle can be applied without any difficulty to such immaterial 
factors of efficiency as “goodwill” or notoriety; but it would 
delay us too long to work this out or to anticipate possible objec- 
tions. <A hint must suffice. 

Here, then, we have a firm theoretical basis for the study of 
distribution, independent of the particular form of organisation 
of a business. Whether those in command of the several factors 
of production meet and discuss the principles upon which the 
actual proceeds of the business shall be divided, when they are 
realised ; or whether some one person takes the risks (on his own 
behalf or on behalf of a group of others), and discounts the esti- 
mated significance of the several factors, buying up their several 
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interests in the product, by paying wages and salaries, interest, 
and rent, and by purchasing machinery and raw material, and 
so forth; or whatever other mechanism may be adopted, the 
underlying principle is the same. The differential equivalence of 
the factors of production reduces them to a common measure, and 
when they are all expressed in the same unit the problem of the 
division of the product amongst them is solved in principle. 

Now I conceive that the application of this differential 
method to economics must tend to enlarge and to harmonise 
our conception of the scope of the study, and to keep it 
in constant touch with the wider ethical, social, and sociological 
problems and aspirations from which it must always draw its 
inspiration and derive its interest; for if we really under- 
stand and accept the principle of differential significances 
we shall realise, as already pointed out, that Aristotle’s 
system of ethics and our reconstructed system of economics 
are twin applications of one identical principle or law, and that 
our conduct in business is but a phase or part of our conduct in 
life, both being determined by our sense, such as it is, of dif- 
ferential significances and their changing weights as the integrals 
of which they are the differences expand or contract. Cesar, 
“that day he overcame the Nervii,” being surprised by the enemy, 
contracted his exhortation to the troops, but did not omit it. In 
his distribution of the time at his disposal the differential signi- 
ficance of prompt movement was higher than usual in relation 
to the differential significance of stirring words from their 
beloved and trusted commander addressed to the soldiers 
as they entered upon action. An ardent lover may de- 
cline a business interview in order to keep an appointment 
with his lady-love, but there will be a point at which its esti- 
mated bearing upon his prospects of an early settlement will 
make him break his appointment with the lady in favour of the 
business interview. A man of leisure with a taste for literature 
and a taste for gardening will have to apportion time, money, and 
attention between them, and consciously or unconsciously will 
balance against each other the differential significances involved. 
All these, therefore, are making selections and choosing between 
alternatives on precisely the same principle and under precisely the 
same law as those which dominate the transactions of the house- 
wife in the market, or the management of a great factory or iron- 
works, or the business of a bill-broker. 

A full realisation of this will produce two effects. In the first 
place, it will put an end to all attempts to find “laws” proper 
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to our conduct in economic relations. There are none. Hitherto 
economists for the most part have been vaguely conscious that the 
ultimate laws of economic conduct must be psychological, and, 
feeling the necessity of determining some defining boundaries of 
their study, have sought to make a selection of the motives and 
aims that are to be recognised by it. Hence the simplified psycho- 
logy of the “economic man,” now generally abandoned—but aban- 
doned grudgingly, by piecemeal, under pressure, and with con- 
stant attempts to patch up what ought to be cast away. There 
is no occasion to define the economic motive, or the psychology 
of the economic man, for economics study a type of relation, not 
a type of motive, and the psychological law that dominates 
economics dominates life. We may either ignore all motives or 
admit all to our consideration, as occasion demands, but there is 
no rhyme or reason in selecting certain motives that shall and 
certain others that shall not be recognised by the economist. 

In the second place, when taken off the wrong track we shall 
be able to find the right one, and shall understand that the proper 
field of economic study is, in the first instance, the type of rela- 
tionship into which men spontaneously enter, when they find that 
they can best further their own purposes by approaching them 
indirectly. There is seldom a direct line by which a man can 
make his faculties and his specialised possessions minister con- 
tinuously to all his purposes, or even to the greater part or the 
most importunate part of them. He must find someone else to 
whose purposes he can directly devote his powers or lend his 
resources in order that he may generalise his specific capacity or 
possession, and then again specialise this generalised command in 
the direction his tastes or needs dictate. The industrial world 
is a spontaneous organisation for transmuting what every man has 
into what he desires, wholly irrespective of what his desires 
may be. 

And, in the third place, this truer conception of the economic 
field of investigation, coupled with the sense of the unity of 
fundamental law and fundamental motive that sways our economic 
and our non-economic action, will throw a constantly increasing 
emphasis upon the fact that our economic life is not and cannot 
be isolated, but is at every point combined with the direct expres- 
sion of character and indulgence of taste, while the human rela- 
tions into which it brings us are constantly waking in us a direct 
interest (whether of attraction or repulsion) in those purposes of 
others which we are directly furthering as an indirect means of 
furthering our own, purposes which we have indeed adopted, but 








10 THE ECONOMIC JOURNAL [MARCH 


beyond which we look whenever we reflect. There is no reason 
why means should not, to an undefined extent, be from the 
beginning, or become, in course of time, ends in themselves, while 
still continuing to be means ; nor, alas, is there any guarantee that 
they will not be, or will not become, negative and repellent as 
ends, either through physical weariness or moral repulsion. 
Perhaps most men’s “occupations” combine both characteristics. 

Again, the realisation of the exact nature of the economic 
organisation as a machinery for combining in mutual helpfulness 
persons whose ends are diverse, will drive it home to our con- 
sciousness that one man’s want is another man’s opportunity, and 
that it may serve a man’s turn to create a want or a passion in 
another in order that he may find his opportunity in it. All along 
the line, from a certain type of ingenious advertiser to the financier 
(if he really exists) who engineers a war in order that he may 
arrange a war loan, we may study the creation of wants and pas- 
sions, destructive of general welfare, for the sake of securing wealth 
to individuals. And we may realise the deeply significant truth that 
to any individual the full discharge of his industrial function— 
that is to say, the complete satisfaction or disappearance, by what- 
ever means, of the want which he is there to satisfy—must be, 
if he contemplates it, a nightmare; for it would mean that he 
would be “‘out of work,” that because no one wants what he can 
give no one wants him, and neither will anyone give him what he 
wants. 

Yet again, in our industrial relations the thing we are doing is 
indeed an end, but it is someone else’s end, not ours; and, as far 
as the relation is really economic, the significance fo us of what 
we are doing is measured not by its importance to the man for 
whom it is done, but by the degree to which it furthers our own 
ends. There can, therefore, be no presumption of any coincidence 
between the social significance of our work and the return we 
receive for it. We cannot say, “ What men most care for they will 
pay most for, therefore what is most highly paid is most cared 
for,” for (sometimes to our positive knowledge, and generally 
“for all we know”’) it is different men who express their eagerness 
for the different things we are comparing, by offering such-and- 
such prices, and those who offer little money for a thing may do 
so not because what they demand signifies so little, but because 
what they would have to give, or to forgo, for it signifies so much. 
They may offer little for a thing not because its possession matters 
so little but because their possession of anything, including this 
particular thing, matters so much. 
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These and other such considerations will not directly affect 
our exposition of the mechanism of the market, the central pheno- 
menon of the industrial world, but they will profoundly affect the 
spirit in which we approach, and in which we conduct, our 
investigation of it. For we shall not only know but shall always 
feel that the economic machine is constructed and moved by in- 
dividuals for individual ends, and that its social effect is incidental. 
It is a means and its whole value consists in the nature of the 
ends it subserves and its efficacy in subserving them. The col- 
lective wealth of a community ceases to be a matter of much direct 
significance to us, for if one man has a million pounds, and a 
hundred others have ten pounds each, the collective wealth is the 
same as if the hundred and one men had a thousand each. What 
are we to expect from a survey made from a point of view from 
which these two things are indistinguishable? The market does 
not tell us in any fruitful sense what are the “national,” “social,” 
or “collective? wants, or means of satisfaction, of a community, 
for it can only give us sums, and the significance of a sum varies 
indefinitely according to its distribution. 

If we reflect on these things—and the study of differential 
significances forces us to reflect upon them—we shall never for a 
moment, in our economic investigations, be able to escape from 
the pressure of the consciousness that they derive their whole 
significance from their social and vital bearings, and that the 
categories under which we usually discuss them conceal rather 
than reveal their meaning. We shall understand that this ultimate 
significance is determined by ethical considerations; that the 
sanity of men’s desires matters more than the abundance of their 
means of accomplishing them; that the chief dangers of poverty 
and wealth alike are to be found in degeneracy of desire, and that 
the final goal of education and of legislation alike must be to 
thwart corrupt and degrading ends, to stimulate worthy desires, 
to infect the mind with a wholesome scheme of values, and to 
direct means into the channels where they are likeliest to conduce 
to worthy ends. 

To sum up this branch of our examination, the differential 
theory of economics will never allow us to forget that organised 
“production,” which is the proper economic field, is a means only, 
and derives its whole significance from its relation to ‘“‘consump- 
tion” or “fruition,” which is the vital field, and covers all the 
ends to which production is a means ; and, moreover, the economic 
laws must not be sought and cannot be found on the properly 
economic field. It is on the vital field, then, that the laws of 
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economics must be discovered and studied, and the data of 
economics interpreted. To recognise this will be to humanise 
economics. 

The merit of our present organisation of industry is to be found 
in the extent to which it is spontaneous, and lays every man, 
whatever his ends, under the necessity of seeking some other man 
whom he can serve, in order to accomplish them. So far it is 
social, for it compels the individual to relate himself to others. 
But the more we analyse the life of society the less can we rest 
upon the “economic harmonies”; and the better we understand 
the true function of the “‘market,” in its widest sense, the more 
fully shall we realise that it never has been left to itself, and the 
more deeply shall we feel that it never must be. Economics must 
be the handmaid of sociology. 


II. 


Let me now proceed to the consideration of a few points in 
which I think the traditional methods of technical exposition need 
reconsideration in the light of the differential theory. 

At the root of all lies a profound modification of our conception 
of the nature and function of the “market” itself. The differential 
theory when applied to exchangeable things tells us that there is 
equilibrium only when an exchangeable commodity is so dis- 
tributed that everyone who possesses it assigns the same place 
to its differential value, amongst those of other commodities of 
which he has a supply; and that this place is a higher one than 
it occupies on the relative scale of anyone who does not possess 
it. What this place is—that is to say, the differential equivalence 
of the commodity in terms of other commodities, when equilibrium 
is established—is fixed absolutely by two determinants. These 
are :—(1) The tastes, desires, and resources of the individuals 
constituting the society. When objectively measured and ex- 
pressed, these individual desires for any one commodity can be 
represented by curves capable of being summed ; and the resultant 
curve, objectively homogeneous but covering undefined differences 
of vital or subjective significance, is usually called, so far as it is 
understood and realised, the ‘“‘curve of demand.” This is one of 
the determinants we are examining, and it represents a series of 
hypothetically co-existing relations between given hypothetical 
supplies and corresponding differential significances. It is a 
curve representing a function. (2) The amount of the actual supply 
existing in the community. This is not a curve at all, but an-actual 
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quantity. It is not a series of co-existing relations, but one single 
fact, and it determines which of the series of hypothetical or 
potential relations represented by the curve shall be actually 
realised. 

But what about the “supply curve” that usually figures as a 
determinant of price, co-ordinate with the demand curve? I say it 
boldly and baldly: There is no such thing. When we are 
speaking of a marketable commodity, what is usually called the 
supply curve is in reality the demand curve of those who possess 
the commodity ; for it shows the exact place which every succes- 
sive unit of the commodity holds in their relative scale of esti- 
mates. The so-called supply curve, therefore, is simply a part of 
the total demand curve which we have already described as 
factor (1). The separating out of this portion of the demand 
curve and reversing it in the diagram is a process which has its 
meaning and its legitimate function, as we shall see in a moment, 
but is wholly irrelevant to the determination of the price. 

‘he intercourse of the market enables all the parties concerned 
to find their places with respect to each other on the general 
demand curve. Each individual, whether or not he possesses a 
stock of the commodity, brings his own individual curve of 
demand into the market, and there relates it to all the other 
individual curves of demand, thus constituting the collective 
curve, which (together with the amount of the commodity avail- 
able) determines the price, 1.e., the (objective) height of the 
lowest demand for a unit of the commodity which the available 
amount will suffice to reach. 

The ordinary method of presenting the demand curve in two 
sections tells us the extent to which the present distribution of 
the commodity departs from that of equilibrium, and therefore 
the extent of the transactions that will be required to reach 
equilibrium. But it is the single combined curve alone that tells 
us what the equilibrium price will be. The customary representa- 
tion of cross curves confounds the process by which the price is 
discovered with the ultimate facts that determine it. 

Diagrams of intersecting curves (and corresponding tables) of 
demand prices and supply prices are therefore profoundly mis- 
leading. They co-ordinate as two determinants what are really 
only two separated portions of one; and they conceal altogether 
the existence and operation of what is really the second deter- 
minant. For it will be found on a careful analysis that the con- 
struction of a diagram of intersecting demand and “supply” 
curves always involves, but never reveals, a definite assumption 
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as to the amount of the total supply possessed by the supposed 
buyers and the supposed sellers taken together as a single homo- 
geneous body, and that if this total is changed the emerging price 
changes too; whereas a change in its initial distribution (if the 
collective curve is unaffected, while the component or intersecting 
curves change) will have no effect on the market, or equilibrating 
price itself, which will come out exactly the same. Naturally, for 
neither the one curve nor the one quantity which determine the 
price has been changed. 

The accompanying diagrams may suggest to the reader a 
method of testing the validity of the argument in the text. 

Oz in both figures represents the amount of the commodity, 
and the curve in Fig. 1 represents the total demand curve. The 


resultant price is pz. 


FIG. I 
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None of these data are altered in Fig. 2, but the demand curves 
of the possessors (collectively) and the non-possessors (collectively) 
are separated out from each other, as representing the conditions 
under which the market opens. Two different hypotheses as to 
this initial distribution of the stock are represented by the dotted 
and the continuous lines. But in each case, of course, the condi- 
tion of preserving the data of Fig. 1 intact determines that at 
any price OA, the line AB (Fig. 1) shall be equal to the sum 
Ab+ab’ or AB+af’ (Fig. 2). If this condition is observed, the 
intersection must be at the height zp, when AB or its equivalent 
sum in Fig. 2 equals Oz. 

The dotted lines represent a market that opens with condi- 
tions nearer to equilibrium than those represented by the con- 
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tinuous lines; and in the one case only Oz’ will change hands, 
whereas in the other Ox" will do so. But this has nothing to do 
with the price.! 

The curve of supply prices, then, is a mere alias of a portion 
of the demand curve. But so far we have only dealt with the 
market in the narrower sense. Our investigations throw suffi- 
cient light on the distribution of the hay harvest, for instance, 
or on the “catch ” of a fishing fleet. But where the production is 
continuous, as in mining or in ironworks, will the same theory 
still suffice to guide us? Here again we encounter the attempt to 
establish two co-ordinate principles, diagrammatically represented 
by two intersecting curves; for though the “cost of production” 
theory of value is generally repudiated, we are still foo often 
taught to look for the forces that determine the stream of supply 
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along two lines, the value of the product, regulated by the law of 
the market, and the cost of production. But what is cost of 
production? In the market of commodities I am ready to give as 
much as the article is worth to me, and I cannot get it unless 
I give as much as it is worth to others. In the same way, if 
I employ land or labour or tools to produce something, I shall be 
ready to give as much as they are worth to me, and I shall have 
to give as much as they are worth to others—always, of course, 
differentially. Their worth to me is determined by their differ- 
ential effect upon my product, their worth to others by the like 
effect upon their products (or direct fruitions, if they do not apply 


1 For further details and the treatment of possible objections, see my Common 
Sense of Political Economy, Book II., ch. iv. 








16 THE ECONOMIC JOURNAL [MARCH 


them industrially). Again we have an alias merely. Cost of 
production is merely the form in which the desiredness a thing 
possesses for someone else presents itself to me.1 When we 
take the collective curve of demand for any factor of production 
we see again that it is entirely composed of demands, and my 
adjustment of my own demands to the conditions imposed by 
the demands of others is of exactly the same nature whether 
| am buying cabbages or factors for the production of steel plates. 
I have to adjust my desire for a thing to the desires of others 
for the same thing, not to find some principle other than that 
of desiredness, co-ordinate with it as a second determinant 
of market price. The second determinant, here as everywhere, 
is the supply. It is not until we have perfectly grasped the 
truth that costs of production of one thing are nothing whatever 
but an alias of efficiencies in production of other things that we 
shall be finally emancipated from the ancient fallacy we have so 
often thrust out at the door, while always leaving the window 
open for its return. 

I now turn to some of the most obvious consequences of the 
differential theory of distribution. They are all included in the 
one statement that when fully grasped this theory must destroy 
the very conception of separate laws of distribution such as the 
law of rent, the law of interest, or the law of wages. It is by 
determining the differential equivalence of all the factors of pro- 
duction, however heterogeneous, that we reduce them to a 
common measure and establish the theory of distribution; just 
as it is by determining the differential equivalence of all our 
pursuits and possessions that we attempt to place:a shilling or 
an hour or an effort of the mind where it will tell best, and so 
distribute our money or time or mental energy well. There can 
no more be a law of rent than there can be a law of the price 
of shoes distinct from the general law of the market. The way 
in which the several factors render their service to production 
differs, but the differential service they render is in every case 


1 Ido not deny that, as we recede from the market and deal with long periods 
and the ultimate conditions on which nature yields her stores, cases may arise in 
which something like a ‘‘ supply curve ” seems legitimate. The terms on which nature 
yields increasing supplies of some raw material, for instance, can not legitimately 
be regarded as the reserve prices in which she expresses her own demand! But 
even here in the last analysis, and when we consider the enormous range of the 
principle of ‘‘substitution”’ and the pressures that determine the directions taken 
by inventive genius, I believe we shall be thrown back in all important cases upon 
modifications in the demands upon human energy and expressions of human 
vitality and their distribution amongst all the utilities and fruitions that appeal to 


them. 
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identical, and it is on this identity or equivalence of service that 
the possibility of co-ordinated distribution rests. So the econo- 
mist, though he may begin by giving precision to the student’s 
idea of how “waiting,” for example, or tools, or mere command 
of “extension” in space, or manual skill, or experience, or 
honesty, may affect the value of the product, must end by 
showing him that their distributive share of the product depends 
not upon the way in which they affect the product (wherein they 
are all heterogeneous), but on the differential amount of their 
effect (wherein they are all alike). The law of distribution, then, 
is one, and is governed not by the differences of nature in the 
factors, but by the identity of their differential effect. With this 
searchlight we must scrutinise the body of current economic 
teaching, and must cast out the mischievous survivals that 
deform it. 

On the present occasion severe selection and limitation is, of 
course, necessary, and I think we cannot do better than take up 
a few of the current phrases, or conceptions and diagrammatic 
illustrations connected with the phenomenon of rent.  Ante- 
cedently we must expect that as there is no theoretical difference 
between the part played by land and that played by other factors 
of production (or more direct ministrants to enjoyment), so there 
can be no general assertion about rent and land which is at once 
true and distinctive ; for, if true, it must be based on that aspect 
of land which expresses its function in a unit common, say, to 
capital, and which brings its differential significance, upon which 
all depends, under the same law; and therefore it cannot be 
distinctive of land. 

Let us test the truth of these anticipations. Ricardo’s cele- 
brated law of rent really asserts nothing except that the superior 
article fetches the superior price, in proportion to its superiority ; 
and it is obvious that all “superiorities” in land, whether arising 
from “inalienable” properties or from expenditure of capital, 
tell in exactly the same way upon the rent. 

Again, a diagram may easily be constructed in which different 
qualities of land are represented along the axis of X and their 
supposed relative fertilities to a fixed application of labour and 
capital along the axis of Y. The “marginal” land will occupy 
the extreme place to the right. This is not a functional curve ; 
for the height of y does not depend upon the length of x, the units 
being expressly so placed on OX as to produce a declining y. It is 
applicable to land or to anything else of which typical units can 
be arranged in ascending or descending order of efficiency. 

No. 93.—VOL. XXIV. Cc 
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But the same figure has been used as a functional curve in 
connection with the theory of rent. Take a given fixed area of 
land of a certain quality and consider what would be its yield if 
it were “dosed” with a certain quantity of labour and capital 
represented by a unit on the axis of X. Increase the doses till 
a further increment of labour and capital would not produce as 
large an increment in the yield of this land as it would if applied 
to some other piece of land of the same or different quality, or 
if turned to some non-agricultural business. The last increment 
actually applied is the ‘‘marginal” increment, and it measures 
the distributive share of a unit “dose” in the product. The figure 
and the details of the argument are too familiar to need elabora- 
tion; nor can I stay to show that such a curve ought really 
to pass through the origin, for important as the point is, it does 
not affect our present investigation ; but it is essential to point 
out that the descriptive and the functional curves just described 
both present the same appearance, both represent “rent” by a 
curvilinear surface, both use the term “margin,” though in 
entirely different senses, as determining rent, and are both just as 
applicable to anything else as to land, and (specifically) ignore 
the difference between ‘‘economic” and “commercial” rent, being 
just as applicable to one as to the other. 

The ambiguous use of “marginal” has naturally caused 
some confusion (a point to which I shall soon revert), but at 
present the descriptive curve and “margin” have only been 
introduced to be dismissed. In the discussion of the functional 
curve, which we must now continue, I have used the term 
“marginal” in the sense of “differential” as applied through- 
out our whole investigation. It is not any peculiarity of the 
“marginal” increment that makes it yield less than the others. 
It does not. They all have exactly the same differential effect on 
the yield, as to which none is after or afore the other. The 
height of this differential or marginal yield is dependent not upon 
the nature of each several dose, but upon their aggregate number. 
What we have here, then, is not a law or theory of rent at all, 
but the tacit assumption that the differential theory of distribution 
is true of every factor of production except land, and that rent 
is what is left after everything that is not rent is taken away. 
For, observe, land-and-labour is treated as a homogeneous 
quantity, so that the reduction of heterogeneous factors to a 
common unit is assumed, and how is this to be done except by 
comparing their several efficiencies on the product, and so com- 
bining them as to keep those efficiencies in differential equivalence 
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to their market prices, i.e., their efficiencies on other land or 
in other industries? And thus the principle of marginal or 
differential efficiency as determining distributive shares in the 
product has long. been quite definitely, though naively and un- 
consciously, asserted in saying that the “marginal” efficiency 
of this compound factor of production will find the same level 
in the specified industry and out of it, and will determine its 
remuneration. : 

This so-called statement of the law of rent, then, assumes 
our differential laws of exchange value and distribution, with all 
their implications, as ruling everywhere except in land and rent. 
Rent is merely what is left when everything except rent is taken 
away. This can hardly be called a “law,” but, such as it is, 
it is again common to all factors of production. Wages are all 
that is left when everything that is not wages is taken out. And 
this is actually the statement of Walker’s “law of wages.” And 
so with the rest. 

But this is not all. In the treatment of rent that we are 
examining the differential theory of distribution is avowed with 
respect to every factor except land; but it is implied with respect 
to land also. This can be rigidly proved mathematically, as is 
now beginning to be acknowledged; and even the non-mathe- 
matical student can easily perceive that the forms of the figures 
representing the shares of “land” and “labour-and-capital ” 
respectively are determined not by any peculiarity of land, but 
by the fact that land is supposed to remain constant, while labour- 
and-capital vary. But three pounds sterling applied to one acre 
is the same thing as a third of an acre coming under one pound’s 
worth of culture, and five pounds per acre is a fifth of an acre 
per pound. Instead of taking an acre, therefore, and considering 
the difference of yield, as two, three, four, five pounds are ex- 
pended upon it, let us take one pound and consider the differences 
of yield, as one-fifth, one-fourth, one-third, one-half of an acre 
come under it, or in other words, as it spreads itself over these 
different areas. You will then find that you have a figure in 
which the same identical data are presented and the same 
identical results obtained, but the return to land is represented 
as a rectangle cut off by a line parallel to OX, and the return to 
labour-and-capital by a curvilinear “surplus” or residuum. So 
that the supposed law of rent again turns out, in so far as it is 
true of land, to be true of all the other factors of production. But 
the unhappy confusion between the geometric properties of an 


arbitrarily selected constant factor in a diagram and the economic 
c 2 
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properties of land has brought dire confusion into economic 
thought and economic terminology. The Augean stables must be 
cleansed. We must understand that when the differential dis- 
tribution is effected there is no surplus or residuum at all; and 
that any diagram of distribution that represents the shares of 
the different factors under different geometrical forms is sure to 
be misleading, and is likely to be particularly mischievous in its 
misdirection of social imagination and aspiration. 

And note, finally, that even in practical problems the supposed 
peculiar conditions introduced by the rigidly determined quantity 
of land in existence are non-existent. Any individual can have 
as much land as he likes if he will pay the price, and he is 
conscious of no difference in principle whether he is bidding for 
a certain quality and site of land, or a certain grade of labour or 
kind of ability, unless it be that in the latter case he is more 
conscious of the limits of supply that no offer of remuneration 
can stretch. 

In conclusion, I will revert to the point, incidentally raised 
in connection with rent, of the difficulties and confusions con- 
nected with terminology. 

I have throughout spoken of differential, rather than marginal 
significances; for there is a fatal ambiguity in the use of the 
word “marginal.” And yet, after all, I have felt like the man 
who ‘“‘did flee from a lion and a bear met him; or went into the 
house and leaned his hand on the wall, and a serpent bit him,” 
for by a singular perversity of fate or fashion a closely similar 
ambiguity besets the word “‘differential” itself, and yet another 
and equally appropriate term “incremental.” All these words 
have been preoccupied; and curiously enough it is speculations 
on the nature of rent or projects concerning land that have done 
the mischief in every case. “Increment,” instead of suggesting 
a small homogeneous addition to any magnitude whatever, at 
once suggests to the reader of economic literature the “unearned 
increment of land,” so that the “incremental value,” “efficacy,” 
or “significance ” of anything cannot conveniently carry its proper 
meaning of the value attached to a small increment or decrement 
of anything, varying with the expansion or contraction of the 
supply. This is the conception I have indicated by the term 
“differential.” But here again we are forestalled. “Differential 
payment,” for instance, would generally be understood by readers 
of economic literature to mean payment made for some articles 
in excess of that made for others, in consideration of their 
superiority. Thus, if I were to say that “rent is a differential 
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charge,” I should be supposed to mean that what you pay for 
a certain piece of land as rent represents the superiority of that 
piece of land to another that you can get for nothing. In this 
use of the word everything depends upon the different quality of 
the things compared. But what we want is a word which shall 
always carry the underlying assumption that we are considering 
the expansion and contraction of a homogeneous supply, the 
“differential” value of that supply being a function of its breadth 
or magnitude. 

Again, the same theory of rent which regards it as a differ- 
ential charge, in the sense of a charge due to an inherent difference 
of quality in the things charged for, assumes that there is some 
land which bears no rent at all. This is the land on the “margin ” 
of cultivation. Hence “marginal” has come to be used in 
economic literature to signify the lowest grade or quality of any 
commodity, or service, or the least favourable set of conditions, 
that just hold their footing in any industry. Thus the marginal 
land would mean the worst land under cultivation, the marginal 
workman the least efficient man in actual employment, the 
marginal conditions of an industry the least advantageous con- 
ditions under which it is actually conducted, and, I suppose, the 
marginal grade of potatoes or wheat the worst quality actually in 
the market; or to the hungry individual the marginal mouthful 
of beef would be the one just not rejected and left on the plate 
because too largely composed of “veins” to be eaten, even if no 
more of any kind were to be had. 

Now attempts have been made to erect a theory of distribution 
upon the consideration of “margins” in this sense. The 
“marginal” man, working on the “marginal” land, under the 
“marginal” conditions, and with the “marginal” appliances, is 
taken as the ultimate basis of the pile, and wages, rent and 
interest are explained as “differential” in their nature; that is 
to say, as due to the superiority in quality, position, or point of 
application, of such-and-such work, land, or apparatus, over the 
“marginal” specimens. 

I do not stay to examine this theory on its merits; but it is 
necessary to insist on the almost incredible fact that there is con- 
stant confusion between it and what I have tried to expound 
as the “differential” theory of distribution, simply because they 
can both be described as “marginal,” and the term “differential,” 
though in quite divergent senses, may be introduced in the 
exposition of either. 

Once again, then, if I speak of the differential or marginal 
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significance of my supply of bread and milk, and say that it 
depends, ceteris paribus, upon how many loaves of bread and how 
many pints of milk I take, I am supposing all the bread and milk 
to be of the same quality. And if I speak of the differential or 
marginal significance of labour in a particular industry, I am 
either speaking of a uniform grade of labour or of different grades 
reduced to some common measure and expressed in one and the 
same unit, and I mean the significance which such a unit has 
when it is one out of so many others like itself. Thus, in my 
use of the word, there is no ear-marked marginal unit, which is 
such in virtue of its special quality. Any one of 100 units has 
exactly the same marginal value; but as soon as one unit is 
withdrawn, all the remaining 99 have a higher marginal value ; 
and when one is added, all the 101 a lower. 

The only word IJ can think of free from misleading associa- 
tions would be “quotal”; for quotus means (amongst other 
things) ‘“‘one out of how many,” and so quotal significance might 
mean the significance which a unit has when associated with 
such-and-such a number of others homogeneous with itself. 

Here I must close these almost random indications of some 
of the directions in which I think that convinced apostles of the 
differential economics should revise the methods of economic 
exposition. For myself I cannot but believe that if this were 
accomplished, all serious opposition to the doctrine would cease, 
that there would once again be a body of accepted economic 
doctrine, and that Jevons’s dream would be accomplished and 
economic science re-established ‘‘on a sensible basis.” 

It is impossible to exaggerate the importance df such a con- 
summation. Social reformers and legislators will never be econ- 
omists, and they will always work on economic theory of one 
kind or another. They will quote and apply such dicta as they 
can assimilate, and such acknowledged principles as seem to serve 
their turn. Let us suppose there were a recognised body of 
economic doctrine the truth and relevancy of which perpetually re- 
vealed itself to all who looked below the surface, which taught men 
what to expect and how to analyse their experience; which in- 
sisted at every turn on the illuminating relation between our con- 
duct in life and our conduct in business; which drove the analysis 
of our daily administration of our individual resources deeper, and 
thereby dissipated the mist that hangs about our economic 
relations, and concentrated attention upon the uniting and all- 
penetrating principles of our study. Economics might even then 
be no more than a feeble barrier against passion, and might afford 
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but a feeble light to guide honest enthusiasm, but it would exert 
a steady and a cumulative pressure, making for the truth. While 
the experts worked on severer methods than ever, popularisers 
would be found to drive homely illustrations and analogies into 
the general consciousness; and the roughly understood dicta 
bandied about in the name of Political Economy would at any rate 
stand in some relation to truth and to experience, instead of 
being, as they too often are at present, a mere armoury of con- 
secrated paradoxes that cannot be understood because they are not 
true, that everyone uses as weapons while no one grasps them 


as principles. 
P. H. WIcCKSTEED 








THE DEVELOPMENT AND CONTROL OF GERMAN 
SYNDICATES.! 


AmonG the early recommendations of the German Syndicates, 
and one which did much to reconcile public opinion to their 
foundation, was the idea that they would be a safer alternative 
to a Trust Movement. They were to prevent the domination 
of capitalist fusions, especially by their preservation of the smaller 
works, which were included in the original Kartel agreements. 
It is true that Germany is still without Trusts of the American 
type. Separate capitalist combines do not yet rule the market ; 
the method of contract, or Kartel method, is the characteristic 
feature of her industrial organisation. But within the Kartel 
important developments are now taking place, largely because 
of Kartel conditions of regulation. Were the great Syndicates 
to be dissolved, it would be found that the market was in the 
hands of fewer concerns than entered into the original agree- 
ments, and that some of them were large and complete “fusions ” 
of capital. 

As early as 1904 we find the view confidently held that the 
Syndicates would be “preparatory to the creation” of Trusts. 
“There are signs,” it is reported, “that in the end the remaining 
Syndicates (after absorption of the smaller ones, such as has 
since taken place) will differ very little if at all from powerful 
industrial Trusts, the avoidance of which was the Syndicates’ first 
recommendation in Germany.” ‘This tendency was greatly 
helped by the removal, in the new contract of the Coal Syndicate 
in 1903, of the condition that new participation in total output 
would be automatically allowed for each new shaft sunk by a 
mining company. After this date, the large concerns, which look 
for a more economical working on a bigger output, had to obtain 
this by purchasing smaller works and not by sinking new and 
unworked shafts. The result was that between 1905 and the end 
of 1907 the number of concerns in the Coal Syndicate declined by 


1 My facts are taken from the Consular Reports since 1904 
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over 20 per cent. We are officially informed in 1906 that the 
Coal and Steel Syndicates are only “forms under the surface of 
which important changes are taking place.” Notable examples 
of this process were the union of the Phoenix and Horéer com- 
panies in 1907, with a joint capital of 62 million marks; and the 
later Gelsenkirchen amalgamation, which seemed to imperil the 
existence of both the Coal and Steel Syndicates. The former 
combine, including both iron and coal concerns, held the first 
place in the Syndicate for steel, and the fourth in that for coal. 

This linking up of the two great Kartels, by the dominance 
of identical interests in both, has created a mutual dependence 
to such a degree that each Kartel has become interested in the 
continuance of the other. If the Coal Syndicate were broken 
up, the great unions in steel would dictate to the coal trade, 
and vice versd. There would be a defensive scramble for integra- 
tion. It was actually suggested in 1910 that the dangers to the 
market which would follow on the dissolution of either Syndicate 
should be averted by an amalgamation of them both. We should 
then have seen, on the German model, a sort of parallel to 
that continuity of industrial interests, from coal and raw iron 
up to finished steel products, which exists in the American Steel 
Trust. 

“The present move in connection with the renewal of the 
Coal Syndicate is probably the beginning of a greater dénowement, 
and inaugurates a period, not too far distant, when neither the 
Coal nor Steel Syndicate will exist. It would be the beginning 
of a vast Trust arranged by the few leading concerns of the 
mixed type, which would thus end by being Americanised after 
a process of evolution through an essentially German system 
of syndication.” And, a year later, “it is generally believed that 
these two Syndicates must stand or fall together.” The question 
has been postponed by the renewal of the Steel Syndicate till 
1916 ; but the Coal Contract will by then have expired also. 

A more important and difficult question is involved in these 
developments. That is the question of the “mixed” works— 
integrations of coal and iron companies, having a foot in each 
Kartel—in relation to the “pure” works, which have only one 
product, coal, iron, or steel. This is par excellence the internal 
problem of the Syndicates, on which the recent discords are 
based. Important steps have been taken in the last few years. 
The whole matter is an interesting study of rival tendencies in 
industrial organisation, toward “vertical” as against “lateral” 
combination. 
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When the Coal Syndicate was founded in 1893, a dozen 
“mixed ” works were left outside. They owned foundries as well 
as mines. But the competition of their surplus coal was so 
damaging that they finally agreed with the Syndicate to sell it 
at Syndicate prices, though of course there was no limit to their 
output, as they were outsiders. In 1898 ten of them agreed that 
the Syndicate should sell their free production for them. 

But the dissension thus created—since the “mixed” sellers 
were not under the limitations of the Syndicated “pure” sellers— 
led to the termination of the Syndicate in 1903, two years before it 
was due. In the new contract of that year the mixed works were 
included, and some of the old “pure” mines had meantime been 
acquired by foundries anxious to get their coal at cost. Under the 
agreement, the advantage was all with the mixed works, which 
were allowed to reserve their own consumption, without restriction 
of its amount, and were given a large participation for their 
surplus, which the Syndicate sold. They got Kartel prices for 
their surplus, and their own coal at cost. They thus far deprived 
the pure mines (i.€., the Syndicate itself) of a market for coal, 
and were also enabled to produce iron more cheaply than those 
other works in the Iron Syndicates which had to buy their own 
coal. But, of course, as members of Iron or Steel Syndicates, 
they sold their final product at the Syndicate price—just as if 
they had had to pay all the maximum expenses. It was a curious 
position, and led in both higher and lower Kartels to a prolonged 
discord. The advantage of the mixed works in the Coal Syndicate 
is shown by the fact that their total output, including own con- 
sumption, went up to 10} per cent., against 14 per cent. for 
pure mines. Of 134 million tons of mixed production in 1904, 
only 3 million came into the hands of the Syndicate. The 
reservation became a ‘‘scandal,” as we are informed, and some 
concession had to be made by the mixed works, which paid what 
amounted to a small fine on deficient supply to the Syndicate. It 
is to be remembered also that own consumption was free from 
the tonnage levy of 7 to 8 per cent., or Syndicate expenses, which 
therefore fell in greater proportion on the pure mines., The 
important (pure) Hibernia Company, on the Board of which the 
Government is represented, gave a warning that this state of 
things could not continue. And then came an appeal to the 
Courts of Law. The Syndicate tried to construe the contract 
of 1903, with its reservation privilege, as applying only to those 
concerns which were at that time mixed concerns. But a con- 
cern which had become mixed in 1904 by the purchase of a 
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foundry claimed the same rights, and won its case, both in the 
lower Court and, on appeal, in the Supreme Court. Obviously, 
therefore, any mine which felt the Syndicate restriction on its 
output had only to combine with an iron works, and could then 
increase its output almost as it liked. A premium was put on in- 
tegration, the main danger to lateral combination. The success of 
the appeal to the Supreme Court bewildered the Syndicate, and 
made its organisation in some ways almost illusory. Integration 
spread, the Syndicate as such lost custom in the iron trade, and 
we learn that the whole concern threatened to burst—unless 
there were an alliance with the higher Syndicates, as we have 
seen. The whole thing was largely a natural result of the original 
Kartel idea of keeping alive the smaller mines, since this meant 
restriction on the larger ones, and this in turn drove them into 
the iron trade for the sake of their own economic expansion 
in the working of coal. In the coal famine of 1907-8, this 
reservation was responsible for much of the scarcity of market 
supplies. In 1909-10, of a total Kartel production of 78 million 
tons, the mixed works had 17 millions of own consumption 
reserved, and sold 21 millions to the Syndicate. As votes go by 
participation, they were a strong group. The concession finally 
made was that the mixed works were to have free consumption 
up to the amount of four times own consumption in the best 
quarter of 1907, the record year. For any reservation beyond 
that, which in usual times would be negligible, they were to 
pay 1°50 marks per ton to the Syndicate. The condition is all 
in their favour, and the mixed works are naturally extending 
in number. 

The same controversy appears in the Iron and Steel Syndi- 
cates. In 1908 it led to the dissolution of the Raw Iron Syndicate, 
which has since been reorganised. ‘The trade was in two hostile 
camps, and the mixed works ended the contract, since as steel 
producers owning their own iron they wished iron prices to be 
high, while the pure works wished to reduce them in the falling 
market. It is the same in the Steel Syndicate itself. Here 
we are at the top of the process. The finished steel products 
are too various to be fully Syndicated; and the pure finishing 
works find themselves unable to compete at home or abroad 
with the mixed works which get raw steel from works of their 
own. They suffer even by the re-import of German raw steel, 
dumped abroad by the Syndicate, and brought back as foreign 
finished goods. Pure steel works are now getting scarce. My 
last information is that they appealed to the Government for a 
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remission of duties on iron and half-finished steel; and that a 
resolution was moved in the Reichstag to give the exporting 
pure works duty-free import of such materials as are represented 
in their export. I do not know the fate of this resolution, but, 
as will be shown later, concessions were for a time made by 
the Government on its import railway tariff for coal. Like the 
Coal Syndicate, the Steel Syndicate has attempted to deal with 
the “mixed” problem by a fine on “insufficient delivery ” to the 
Syndicate. 

Other extensions of the method of integration have taken 
place. The Coal Kartel has now brought in the water carriers 
on the Rhine, giving them participations in the trade, with the 
result that rates for water-borne coal have gone up nearly to those 
for rail carriage. It has also, like the American Trusts, entered 
in a more complete way into the distributing trade. It has, since 
1903, been developing its local agencies, by division of its uncon- 
tested areas into Kontors, of which the large dealers in each area 
become joint members with the Syndicate, on a participation in 
sales reckoned on the basis of the previous three years. The 
selling area and profit of each dealer are limited, and 
the Kontors may also sell direct. The dealers must recog- 
nise the usual Kartel discriminations of price according to 
quantity taken, the use to which the coal is to be put, 
and the “all or none” condition. Each dealer must subscribe 
to the Kontor capital at the rate of 75,000 marks for each 50,000 
tons of participation in sales. The Kontors pay a dividend of 
13 per cent., and are now placed at Berlin, Dortmund, Bremen, 
Mulheim, Kassel, Hanover, Magdeburg, Kiel, and Hamburg. 
They are paramount in their districts, and have brought the 
existence of the Kartel home to the local trade. The dealers 
will soon lose any definite clientéle, and will simply wait for 
orders from the local office. Steel Kontors of the same sort have 
been in contemplation. One recalls the use which has been made 
of such local agencies by the Trusts, in having competitive trades 
watched and hampered, and the title of Mr. Norris’s book, 
The Octopus. ; 

The development of the export bounties has been another 
feature of the last few years. Bounties of this kind have been 
privately paid by the producing interests in Germany for at least 
twenty-five years, but they were organised into a system by the 
Coal Kartel (1893) and the Steel Kartel (1904). The Clearing 
House at Dusseldorf was established in 1897. Through this office 
the Syndicates settle their balances with each other. The whole 
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matter is enveloped in secrecy, and only a few main facts can 
be given. The purpose was at first to make up to exporters the 
difference between home and foreign prices, and enable the export 
to continue freely, in order to keep the home market steady at 
Syndicate prices. The continuance of this policy has been placed 
since then on different grounds. The foreign connection must 
be kept—whether in a boom at home, when the export might 
otherwise fall off, or in a depression abroad. Thus, even in the 
coal famine of 1907, the Kartel kept on exporting, and bought 
British coal. Sometimes the expressed aim was to enforce 
Syndication, since the bounties were paid either to Syndicates 
on behalf of their members, or later to individual Syndicated 
firms. Sometimes it has been to meet the “moral claim” of 
the pure finishing industries, which have to pay Syndicate prices 
for their materials, which may be sold more cheaply abroad. In 
1908 the bounty took the place of the low State export railway 
tariff, which was then suspended. There has been great irregu- 
larity in the pursuit of the system. In 1897 it was 1°50 marks 
per ton on coal, 2°50 extra on raw iron, 6 extra on half-finished 
goods, and 5 extra on finished goods—15 marks in all, paid in 
one sum by the highest Kartel involved, and recovered from the 
lower Kartels. The maximum rates seem to be those of 1905, 
amounting on certain finished goods to 20 marks, and these 
appear to have been renewed in 1913. The bounty is calculated 
on the estimated amount of each product which has been con- 
sumed in the manufacture of the export. The rates have been 
reduced, increased, or suspended according to market conditions. 
But they are generally high enough to be of great competitive 
advantage abroad. I am informed by one English firm that they 
are beaten by 10 per cent. on their lowest possible tenders of 
finished goods because of the bounties. The bounties show in a 
remarkable way the realisation by each Syndicate of its common 
interests with other producers in the stability of German export 
trade. 

What has the Government been doing in view of these com- 
plicated industrial changes? The reply shows various attempts 
to hold the Syndicate in check. A public inquiry into the Kartels 
was the first step—I think in 1904—but the Secretary of 
the Commission, having gained much privileged knowledge of 
Kartel affairs, was offered and accepted a post under the Coal 
Syndicate. The inquiry was at that time, as was also public 
opinion, favourable to the Syndicates. The position of the 
Government was that it owned fiscal mines in the Saar district, 
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where it is the largest producer, and others in Westphalia, but 
in Westphalia it operated only one mine, the Gladbeck, which 
remained outside the Syndicate in 1903. Less than 15 per cent. 
of the whole German output was fiscal, but in the Saar district 
it was 90 per cent., and in Silesia 20 per cent. The Secretary 
of State for Commerce was offered a right of veto on Syndicate 
prices, but declined the responsibility. 

Then came the curious proceedings regarding the Hibernia 
mine, one of the largest in the Kartel. The Government sought 
to get hold of it, by secret agreement with the Dresden bank to 
buy up more than half of the Hibernia shares. ‘hese purchases 
put up the value, by the sympathy of the market, of mining 
shares generally. ‘The Hibernia directors began in defence to 
issue new capital. The Government then offered to buy 
at 240, but this, on becoming known, raised opposition in 
the Kartel, and the offer was rejected. The Government 
then held 23 out of 53 parts of the shares, but the 
capital was increased to reduce its percentage. Its holding, 
however, gives the Government a place on the Board. Open 
dealing in Hibernia shares was stopped, since both the ‘‘ Treasury 
and its opponents” wished to hold fast. About the same time 
the Government acquired a mine in the Potassium Syndicate, 
and the Board of the Syndicate is presided over by a representative 
of the Prussian Treasury. This, I believe, is because of the 
special importance of the product to the agricultural industry. 
A moderate price policy has been adhered to, so that the prices 
fixed originally cannot be raised without the consent of the 
Secretary of State. ; 

A private Bill was introduced in 1908 for the regulation of 
Syndicates. A bureau was to be formed for registration and 
statistics. But the Government defeated this by showing a 
Report on the development of combination abroad, to the effect 
that “neither the withdrawal of legal protection, as in Austria, 
nor the absolute illegality of Syndicates, as in France, had either 
stopped their formation or reduced their number.” 

Then some negotiations began in 1911, continued in ,1912, 
whereby the Government as a coal producer was to be more 
closely concerned-in this Syndicate. When internal dissensions 
were threatening the existence of the Kartel, the Secretary of 
State announced that the continuance of the Syndicate was desir- 
able, in order to prevent a great market disturbance, and that the 
Government was ready to come in as a member on conditions, 
perhaps as in the Potassium Syndicate, perhaps as a participant 
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if the Saar mines were included. We find that in 1912 public 
opinion prevented the fiscal mines from joining the Syndicate, 
merely in order to get a higher price and a larger revenue. But 
a price agreement was reached, by which all Government produc- 
tion in Westphalia and the Rhine provinces was to be sold by 
the Syndicate, the Government thus getting a rise of one mark 
per ton for industrial coal. It is not to be assumed from this 
that coal prices at the fiscal mines had always been lower than 
those of the Syndicate. We find that in some years, e.g., 1906-7, 
they were higher, and little was being done by public production 
to counteract the régime of high prices, spite of appeals to the 
Government and cheap sales abroad. It was not till 1909 that 
the fiscal mines led the way in reduction, and the Kartel followed 
suit. ‘The Chamber of Commerce of the Saar district reports in 
one place on the grievances of the district against the fiscal 
mines. Public production was not in itself a solution of the 
problem of either the level or the steadiness of price ; but nothing 
can be inferred from this regarding nationalisation as a policy, 
since public ownership in Germany is partial, and not free of 
competitive problems. The action of the Government in other 
ways as regards Syndicates is somewhat compromised in view of 
its own interests as a producer. 

Another power lay in the hands of the Government as owner 
of the railways. It has always been ready to grant special import 
duty rates on goods—such as ship plates—which were thought to 
be of national importance, if there seemed to be danger of 
monopoly at home. And in the coal famine of 1907-8 it decided 
to remove the special low export rates for coal and also reduce the 
rates for imported coal, thus striking in two ways at dearness 
at home. ‘The position is peculiar, in view of the Government's 
own mining interests, and the high prices it was charging. The 
rate on import had been of great use to the Syndicates, giving 
them some of their “undisputed” areas. But we find that in 
1910 the special import rate was abolished, and the old rates 
restored in view of British competition. 

Still another and very drastic method of regulation was adopted 
by the enactment in 1905 of the Gamp Law. No new permissions for 
prospecting of coal or alkali were to be given for two years till a new 
mining law was prepared. The old mining prerogative of the Crown 
had been abolished in 1865, and free mining rights given to all in 
order to develop the industry. But the idea in 1865 was a free com- 
petition of mine-owners. Combination abolished this prospect, and 
the combines in coal, metal, and salts had also, in view of the 
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expense of boring operations, 1 monopoly of prospecting. The 
great combined concerns obtained claims and held them against 
the future, with no intention of immediate working. Judicial 
decisions had so extended the Act of 1865 that a prospector could 
secure claims up to 25 maximal fields, or 5,750 hectares, in one 
district. It was necessary to show only that there was no prior 
claim, and that the materials existed in sufficient quantity to 
warrant mining. 

The new law secures for the Treasury what is left of coal 
and alkali fields, and reintroduces the old prerogative of the 
Crown. It was hoped that the Government would thus be able 
to extend working and keep down prices. In 1907, under this 
law, the State had secured for itself 250 maximal fields, after 
its failure with the Hibernia. At the beginning of 1908 it got 
power to raise a loan of 2? million (sterling) for the sinking of 
shafts in the Westphalia district. By the end of 1910 it had 
fully acquired these 250 fields, so that its holding was first in 
extent in the lower Rhine provinces. But it is impossible to say 
what is the quantity and quality of the coal, as only a few shafts 
are working. And it is a question if the Government will really 
work the district or only hold the areas in reserve. 

I cannot find that a Syndicate problem of this nature exists 
in other industries in Germany, nor is there any mention of the 
Syndicates in our Austrian Consular Reports. It is in the coal, 
iron, and steel industries of Germany that this type of organisa- 
tion is working out its problem. 

D. H. MAcGREGOR 














THE INDUSTRIAL CREDIT SYSTEM AND IMPRISON- 
MENT FOR DEBT. 


It is not easy to say whether the working man buys more or 
less on credit than formerly. On the one hand, the County Court 
Annual Returns have been showing for the last five years a con- 
tinuous decrease in the number of cases. In Birmingham last year 
we issued 16,000 fewer summonses than in 1905, and here certainly, 
and elsewhere probably, this decrease is attributable entirely to the 
smaller number of summonses issued against the working classes. 
But whilst it is certain that many working men now buy for cash 
what they used to buy on credit, it is also true that improved 
methods of status investigation have enabled creditcrs, especially 
in the drapery trades, to collect more accounts without recourse 
to the Court ; and most of the large local credit traders report an 
increase in the number of their transactions. On the whole, how- 
ever, taking account of the large increase in the industrial popula- 
tion, of which Birmingham is the centre, I believe that here, at 
least, the credit system is declining. This is probably also the 
case elsewhere, as in most industrial centres co-operation is 
further developed and large cash emporiums better patronised. 
At the same time, here at least I have little doubt that 70 per 
cent. to 80 per cent. of the working-class families still supply 
their requirements on credit. 

As regards the first item in a working-man’s expenditure, viz., 
grocery, there is no doubt that he pays cash far more than 
he did ten years ago. There are now 200 multiple grocers’ 
shops in Birmingham which deal for cash only, besides co-opera- 
tive societies aggregating 27,000 members. The small credit grocer 
is getting squeezed out, and the credit customer deals generally 
with the huckster’s shops—of which there are some 4,600 in 
Birmingham. They form a favourite investment with the 
working man, who is induced to lay out his savings in the purchase 
of such a business on the representation that it is a little gold-mine, 
which can be easily worked by his wife. Of course, some succeed ; 
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I am confident, however, that in the great majority of cases they 
prove a bitter disappointment to the purchaser. Being without 
capital, he drifts into the hands of one wholesale grocer to whom 
he always owes £15 or £20, a far larger sum than he can pay, 
the grocer thus securing the custom and preventing any disputes 
as to prices. The persons supplied are a shifting population, 
and though nominally the account is a weekly one, no proper 
check is kept upon the amount of credit given so long as a small 
weekly payment is made, and frequently after a few months the 
business is sold by an agent, if a purchaser can be found, or, other- 
wise, closed. As the people are mostly too ignorant of legal 
procedure to know how to get in their book debts, the purchase 
and collection of such debts has become a regular trade, the 
price paid varying from 25 per cent. to 40 per cent. of their face 
value. 

The next weekly item is coal. This is sold in hundred- 
weights from bag wagons which go round the streets, and at 
small coal-yards, which provide the loan of a wheelbarrow to 
enable the purchaser to convey it to his house. This trade is 
in the hands of small people who deal mostly for cash, but to 
some slight extent for credit also. Some of the coal merchants 
also supply loads of about a ton on the weekly-payment system, 
one Birmingham firm dealing annually with about 9,000 customers 
on these lines. Of these, about two-thirds pay their instalment 
regularly, whilst of the remainder, 1,000 are worth suing, whilst 
the accounts of the rest have to be written off as irrecoverable for 
various reasons. 

The bulk of the credit trade with working men is done in 
wearing apparel and household requisites. This class of trade was 
first developed by the Scotch draper, who created a round—that is, 
worked up a trade among the residents in a particular district on 
whom he called weekly with a stock of goods. There was a 
good deal of this trade here some years ago. I believe the 
articles supplied are usually good in quality, but from time to 
time I have heard a great deal from defendants about the 
difficulty of getting rid of the man without making some purchase, 
which in many cases caused a woman to allow him to leave an 
article she did not want. To-day, as far as Birmingham is con- 
cerned, it is not nearly so flourishing, though its continued popu- 
larity in some parts of the country is sufficiently evidenced by the 
fact that the book debts in some of such rounds in Yorkshire 
have recently realised by auction the surprising price of 32s. in 
the £. The place formerly occupied here by the Scotch draper 
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is now principally filled by large trading companies. Most of 
these deal in all articles of clothing and household requisites, 
frequently, in addition, having side-lines of jewellery, &c. ‘The 
method is to appoint agents, sometimes people working in fac- 
tories, sometimes women without other occupation, sometimes 
insurance canvassers. The agent’s duty is to get in touch with 
prospective customers, and issue to such as he may think likely 
to pay, a check for 20s. or 30s. A large stock is kept at the 
shop, and the customer calls there and selects the articles he 
requires to the amount of the check. Subsequently, the agent 
calls at the customer’s house for the weekly instalments, which 
vary from 1s. 3d. to 1s. in the £. Other firms have no shop, 
but distribute small stocks and catalogues among their agents. 
Within the last few years a new methcd of trading has been 
devised by a company that carries no stock and supplies nothing, 
but issues checks for 20s. and multiples thereof, which entitle 
the holder to obtain goods from any one of many large shops, 
the advantage held out being that of buying in the cheapest 
market after comparing the prices of different firmis. Many 
thousands of these checks are handed out in Birmingham every 
year. One shilling is charged for the check, and the amount is 
collected by weekly instalments of 1s. in the £. The large firms 
limit the credit given to each individual to 40s., except in special 
cases, whereas formerly it was no uncommon thing for the Scotch 
draper to allow an unskilled labourer to run up an account of £10 
or £12. I hear very much less also of goods being pressed upon 
people who do not want them. It has been realised that it is 
not good business to cultivate a class of customer who resents 
the methods by which he is induced to buy, and allows his feelings 
on this subject to overcome any moral sense of obligation to pay 
his debts that he may originally have had. 

Some investigation is also made into the status of the customer. 
A black list is kept not only of individuals, but in some cases of 
streets, in which experience shows that a credit trade cannot be 
profitably,conducted. In spite of all their efforts these firms are of 
course victimised to some extent. I heard only lately of a case 
where a woman had succeeded in obtaining goods from the same 
firm under no fewer than thirty-nine different names. There is 
another risk they necessarily have torun. The orders are usually 
taken from the wife as the presumed agent of the husband. 
Occasionally, however, her authority is subsequently questioned 
by the latter on the ground either that the goods were pawned, or 
never used in his house, or that he supplied her with a sufficient 
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weekly allowance, and forbade her to pledge his credit. In such 
cases, even if judgment has been already obtained, a new trial is 
always granted to a man who applies as soon as the facts come to 
his knowledge, and I should think I have, as Registrar, to decide 
every week at least one case involving this question. If, as fre- 
quently happens, the husband is held not to be liable, the creditor 
is left without remedy. He could, of course, sue the wife, but, 
inasmuch as by a ridiculous legal fiction any contract made by her 
is not personal, but on behalf of some non-existent entity known 
as her separate estate, he cannot utilise the Debtors Act to enforce 
his judgment. 

In addition to the large firms there are, of course, the ordinary 
small draper with a shop, the small boot dealer, who, as a rule, 
has no shop, and the small tailor who carries on business 
with merely a pattern book, and who, having obtained an order, 
sends on his customer to a large house to be measured and have 
his suit made. There is also a large trade done by women in 
second-hand clothing, in which, however, as a rule the dealings 
are for cash. 

I have found it very difficult to get any information as to 
the furniture trade. Two or three of the large general merchants 
and many smaller firms have taken it up and are doing annually 
from 3,000 to 4,000 transactions each, the instalments being 3d. 
in the £ per week. It seems, however, to be admitted that the 
bulk of this trade is in the hands of large London firms who 
open shops in the various provincial centres under different titles. 
You may see one firm’s walking advertisement with the legend, 
“You marry, we do the rest,” an invitation which seems to 
be readily accepted. All agree that the hire-purchase system 
continues to spread. Not only furniture, but also pianos, gramo- 
phones, sewing-machines and bicycles are sold on this system. 

There are two other trades which are perhaps worth mention- 
ing. One is the curious trade in personal jewellery, which is 
conducted in the public-house bars ; and the other the book-selling 
trade. One would have thought that in these days of universal 
free libraries and 4}d., 6d. and 1s. editions of everything, there 
would not be much market among the working classes for ex- 
pensive books, but a ready trade appears to be done in “The 
Household Guide,” “The People’s Physician,” ‘The Police 
Encyclopedia,” “The History of England,” and a considerable 
number of other works published in four to twenty-five volumes 
at prices varying from 30s. to £5 5s., payable about 8s. a month. 
I suppose there is no greater public misconception about any 
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trade than that of the money-lender. From the accounts appear- 
ing in the paper from time to time one would be led to suppose 
that the trade was entirely composed of rapacious harpies, and, 
in fact, an Act of Parliament was passed in 1900 to protect the 
“unfortunate and helpless” borrower from their extortions. 
This Act has proved almost entirely a dead letter, because of the 
views judges have taken as to what is “harsh and unconscionable,” 
40 per cent., 60 per cent., and even 100 per cent. interest 
per annum have been held to be neither the one nor the 
other. It would probably be a surprise to them, and, indeed, 
to most people, to learn that the working man can borrow 
small sums from professional money-lenders at rates of in- 
terest which vary from 10 per cent. to 20 per cent. per annum, 
without any security except a note of hand signed by himself 
and two sureties. For a loan of 50s. a promissory note for 
£2 15s. has to be signed, payable 1s. a week, and £5 and £10 
can be borrowed at the same rates. Other loan companies require 
a promissory note for the same sums, payable 2s. a week. The 
large money-lending companies in Birmingham deal in the aggre- 
gate with about 10,000 transactions in the year in loans of £3 to 
£10, but the volume of business of this character has diminished in 
the last five years by about 20 per cent. In addition to these 
companies there are, of course, the usual number of “private 
gentlemen,” “well-known tradesmen,” and “capitalists,” who lay 
themselves out to lend money to working men. Their terms 
are in most cases far heavier than those above mentioned, some- 
times £7 10s. having to be repaid for a loan of £5. Below these, 
again, is the working man or woman who makes a trade of 
lending money to those working in the same factory. ‘They deal 
mostly in short loans, usually for a week, and the interest charged 
varies from 4d. to 2d. in the shilling for that period. The pro- 
portion of cases where the ordinary trader has to issue process 
varies from 5 per cent. to 12 per cent. of his credit transactions, 
whilst in money-lending cases the proportion varies from 15 per 
cent. to 20 per cent. The defendant is summoned to appear on a 
certain day, and this summons can be, and in the case of the work- 
ing man usually is, served on some adult member of his family. 
On the day of hearing, any discrepancy in the account is adjusted, 
and an order for payment is made by monthly instalments, the 
amount of which is usually agreed between the parties either prior 
to or at the hearing. If not, it is fixed by the registrar on such 
evidence of the debtor’s means as he can get. Unfortunately, a 
defendant cannot see that his interest is to pay the largest instal- 
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ment he can afford, and thus get rid of one order altogether 
before he is called upon to pay others. He always devotes his 
efforts to getting the instalments fixed at the lowest sum possible. 
The amount for which judgment is obtained is comparatively 
unimportant to him, and he frequently consents to judgment 
for a larger sum than he thinks he owes in consideration of the 
instalment being fixed at an extremely low figure. So long as 
the instalments are paid, no other steps can be taken under the 
judgment. On default the creditor has two remedies. He can 
either have the debtor’s goods seized, and, if necessary, sold by 
the Court to realise the full amount of his judgment, or proceed 
under the Debtors Act of 1869 in respect of the unpaid instal- 
ments. The first process is by no means satisfactory as against 
a working man. Frequently it proves entirely abortive, as the 
goods turn out to be on hire or are claimed by some other member 
of the family, or are not of more value than the amount due 
for rent. It is also a wasteful one, as, if it becomes necessary 
to sell, a lot of furniture, which a man may have paid £20 to 
get together, may fail to realise more than £2 under such circum- 
stances. It breaks the spirit of the debtor by depriving him of his 
home, and is a real hardship where, as happens in far too many 
cases, his wife has kept all knowledge of the summons from him 
until he comes home and finds his goods seized. For these reasons 
the majority of creditors in working-class cases prefer to proceed 
under the Debtors Act in every Court where there is a possibility 
of obtaining a commitment order. Section 5 of this Act enables 
a judge to commit to prison for a term not exceeding six weeks, 
any judgment debtor on proof that he has or has’ had since the 
date of the judgment the means to pay the amount in respect of 
which he has made default, and has failed to do so. A creditor 
desiring to pursue this remedy must issue a judgment summons, 
which must be served personally on the debtor. This is heard by the 
judge, who, if satisfied with the evidence given before him as to the 
debtor’s means, makes an order committing him to prison, the 
order being invariably suspended so long as he pays the amount 
by a small monthly instalment, usually considerably lower than 
that fixed by the registrar on the original hearing. 

At first sight there seems to be no very glaring injustice in 
ordering a term of imprisonment for a man who can pay, but will 
not; but, as is well known, an agitation for the repeal of the 
Act has been in progress for many years. In 1908 a Select Com- 
mittee was appointed to consider the subject, and they recom- 
mended that no commitment orders should in future be made in 
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respect of money lent or goods supplied other than for trade 
purposes or necessaries. In my view, these recommendations 
are both impracticable and unjust. As most tradesmen who cater 
for working-class requirements supply both necessaries and 
luxuries, and as a particular article may be the one or the other 
according to the circumstances of the purchaser at the moment, 
the idea of dissecting such accounts months or years after they 
are incurred into their component parts, and allocating a certain 
proportion of the instalments paid to each of such parts would 
be sufficiently impracticable, even if the parties attended in every 
case and assisted ; but considering that, unless there is some dis- 
pute, the actual debtor is rarely present in Court, such an investi- 
gation would be wholly impossible. The injustice of the proposition 
is also to my mind obvious enough. Admitting, as the report does, 
that until the majority of working men can be induced to save, 
credit is at times absolutely necessary for them, it is clear enough 
that the first necessary for a man who is out of work is money. 
It is better for him to borrow from a respectable money-lender 
than be reduced to pawning or selling what he requires for daily 
use. Further, working people frequently find money for their 
friends’ rent, and sureties have to pay loans when borrowers can- 
not or will not. Under the Committee’s proposals all these 
creditors are practically left without any redress. Personally I 
do not see any intermediate course between allowing the Act to 
remain in force and repealing it altogether, if we can afford to 
do so. In this connection it is material to consider to what extent 
in this country legal pressure is necessary to obtain payment of 
debts about which there is no dispute. I sometimes hear the 
County Court referred to in rather contemptuous terms as a 
mere debt-collecting machine, but the fact appears to be over- 
looked that this is the primary object of every Civil Court. 
Incidentally, such Courts decide whether a defendant’s reluct- 
ance to pay is founded on any reasonable grounds, but the pro- 
portion of cases where judicial assistance is required for the 
determination of this question is only 4 per cent. in the High 
Court and 2 per cent. in the County Court. From the Civil 
Judicial Statistics for the last available year, 1911, may be 
gathered the extraordinary fact that proceedings were initiated 
in no fewer than 1,174,000 cases which never came before a 
judge at all. The overwhelming majority of these cases were 
undisputed debts which debtors were incapable of making the 
necessary effort to pay without legal pressure. In some the mere 
issue of process was sufficient to produce the necessary result ; 
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in others further steps had to be taken. It is, however, quite 
obvious that the efficiency of legal pressure depends upon the 
sanction behind it. At present it rests, as above stated, on the 
double basis of execution and the Debtors Act. As the hire- 
purchase system increases among all classes of people, the former 
becomes every year a less effective remedy, and one which has 
long ceased to have any terrors for an increasing portion of 
the population. Before we deprive ourselves of our only alterna- 
tive remedy by repealing the Debtors Act, it would be, perhaps, 
as well if we knew what we are going to put in its place. At 
present I have heard no suggestion on this point. 

When all this has been said, however, it is admitted by 
all who are conversant with the working of the Act that 
there is a real grievance in its administration. It is the fact 
that the number of persons actually imprisoned, though it has 
diminished steadily from 12,014 in 1906 to 5,840 in 1912, is still 
largely in excess of what it ought to be, or would be if the Act 
were properly and reasonably administered according to some 
recognised system universally enforced. Some useful sug- 
gestions as to this were made by the Committee, but the results 
on the different circuits are as varying as ever. For many years 
special attention to this question has been given by the judges 
of the Birmingham Court. The special methods adopted there in 
the administration of the Act so as to prevent people going to 
prison under it are, perhaps, of too technical a character to be of 
interest, but the result has been that the number of prisoners 
here has dropped from 810 in 1905 to 59 during the past year, 
and of these only 15 served the full term, which on this circuit 
is twenty-one days for a man and eight days for a woman. The 
real test of the working of the Act is, of course, the proportion 
of persons against whom commitment orders are made who have 
ultimately to serve the full term of imprisonment. This pro- 
portion in Birmingham, ‘3 per cent., is the smallest on any of the 
circuits embodying large industrial populations. In some of the 
others, indeed, the percentage is more than ten times as great. If 
the same steps were adopted elsewhere, and with the same résults, 
the number of full-time debtors throughout England would be 
reduced from 4,170 to 633. In that case the grievance against 
the Debtors Act would entirely disappear, and we should be 
within sight of what I believe to be the ideal in this respect, 
viz., a retention of the power of imprisonment for debt, while at 
the same time preventing debtors from going to prison. 

W. H. WH8ITELOcK, 


Registrar of the Birmingham County Court. 

















THE ECONOMIC ACTIVITIES OF MODERN JEWRY. 


DISPERSED throughout all the lands of the earth, the Jews 
are found among the followers of nearly every occupation, but they 
show a particular predilection and capacity for certain branches 
of economic activity which can be traced to definite factors. They 
are represented in the largest numbers in commercial pursuits 
and domestic industries, owing partly to historic influences and 
partly to religious requirements. From the downfall of Judea 
in the first century until the beginning of the nineteenth century 
the Jews, who had for centuries lived by tending their flocks and 
tilling their soil, were, with insignificant exceptions, strictly 
debarred from the land, which they could neither buy, rent, nor 
cultivate. They were thus early forced to choose between trading 
and manual labour. Thanks to their dispersion in the various 
countries around the Mediterranean, and the feeling of racial 
solidarity that united them, they had exceptional facilities for 
engaging in international trade; whilst the adoption of handi- 
crafts was fostered by the example of the Rabbis themselves, 
who made it a rule of life to combine the study of the Torah with _, 
the pursuit of a secular calling.1 The legislation of the Middle 
Ages, which confined the Jews to special quarters, excluded them 
from the trade guilds, and allowed them to deal only in money 
and merchandise, inevitably forced the great majority into com- 
merce, in which, aided by wits sharpened by ages of T'almudical 
dialectics and by the very struggle for existence itself, they 
developed special capacities and achieved considerable success. 

The influence of the religious factor in determining the choice 
of occupation is seen in its earliest and simplest form in the 
callings necessitated by the requirements of the community, 
namely, those of the baker, the butcher, and the dairyman, who 
had to provide bread, meat, and milk conforming with the strict 
regulations of the Jewish law, as well as those of the functionaries 


1 Mishna, Pirke Aboth, ii.; Graetz. History of the Jews, Vol. ii., p. 471. 
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attached to the synagogue, the Rabbi, precentor, teacher, and 
beadle; but the effect of this influence upon the masses of the 
population did not show itself prominently until the latter half 
of the nineteenth century in their preferring domestic industries 
to factory labour, so as to be able to observe the sanctity of 
Sabbaths and festivals undisturbed. The abolition of the Ghetto 
and the removal of medieval restrictions resulted in an appre- 
ciable diminution of the numbers devoted to commerce and an 
increase of those engaged in industries and handicrafts, whilst 
there was also a gradual return to agriculture both in the Old 
and the New World. The political emancipation of the Jews also 
threw open to them the liberal professions and Government 
service, which are attracting an increasing proportion every year, 
particularly in Western Europe and the United States. At the 
present day, therefore, it may be said that the Jews are found 
in all the main departments of the economic world and in most 
of their subsidiary branches. 

The main sphere of economic activity in which Jews have been 
engaged is that of commerce in all its forms, whether as wholesale 
or retail traders, bankers, or financiers, shippers of trans-oceanic 
trade or carriers of local wares, war contractors or dealers in old 
masters, founders of newspapers or organisers of international 
exhibitions. Professor Werner Sombart has recently written a 
portly and learned volume,! in which he emphasises and illustrates 
the influence of the Jews upon the economic progress of modern 
nations, and describes how they quickened international and 
colonial trade, financed Governments, and developed and perfected 
the commercial and financial instruments of modern economic 
life. He maintains that the centre of trade was transferred from 
the south to the north of Europe in the sixteenth and seventeenth 
centuries in consequence of the expulsion of the Jews from Spain 
and their migration into Holland, Germany, and England, but 
his proofs of this contention are inadequate, and it is more likely 
that the Jews simply developed and profited by the commercial 
opportunities which they already found in these lands. It is less 
disputable, however, that they held the biggest portion of the 
Levantine trade in their hands from the sixteenth to the 
eighteenth century, and took a prominent part in bringing the 
commodities of the Indies to Europe; that they established the 
importance of the Leipzig fairs and were the first to exploit the 
1 Die Juden und das Wirtschaftsleben (Duncker & Humblot, Leipzig, 1911),—An 


English translation, somewhat abbreviated, by Dr. M. Epstein, has been published 
under the title of ‘‘ The Jews and Modern Capitalism” (Fisher Unwin, 1913). 
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trade in precious metals; that they had a considerable share in 
founding the British colonial trade and in promoting the economic 
development of the American Commonwealth ; and that with the 
advance of the present capitalistic era they instituted the bill- 
exchange and stock-exchange and popularised the company share, 
the banknote, and other negotiable instruments of modern com- 
merce. The “industrial awakening of almost the whole interior 
of Cape Colony” in the early thirties of the nineteenth century 
was due to Benjamin Markus and Simeon Norden;! the wool 
and hide trades and the mohair industry in South Africa were 
established by the Mosenthal brothers, and the whale and fishing 
industry by the De Pass brothers; Joel Myers introduced ostrich 
farming, whilst the Albus, Barnatos, and Ecksteins played a 
prominent part in the development of the diamond and gold 
mines. One of the most romantic episodes in the colonisation 
of South Africa was the creation of Nathanial Isaacs in 1828 as 
Chief of Natal by Tchaka, King of the Zulus, who presented 
him with a great tract of the country extending 100 miles inland 
from the sea in return for his services in subduing a hostile tribe. 
In more recent times Jews have distinguished themselves by 
creating the department stores, particularly on the Continent and 
in America,? and by attaining a prominent position in the art- 
dealing world of Europe.’ 

The success of the Jew in business has prompted various 
theories as to its origin. Professor Sombart has evolved the 
fanciful idea that the Jew owes his commercial aptitude to the 
influence of his religion, which he regards as dominated by 
rationalism ; but Dr. Ruppin and Dr. Zollschan‘ are nearer the 
truth in declaring that the Jew has no specific business capacity, 
but that his general intellectual equipment finds a fertile field 
of activity in a vocation demanding mobility and originality of 
thought and promptness of action, and that it is by virtue of the 
same mental qualities that he has distinguished himself in politics, 
law, medicine, and chess-playing. The Jew is of a speculative 
and calculating turn of mind; he is quick to comprehend, and he 
has enterprise, initiative, and foresight ; he is a keen competitor, 
a hard bargainer, a capable organiser, and has known how to 
develop and utilise the art of advertisement: all attributes of 
supreme value in the commercial struggle. He is, moreover, 

1 Jewish Encyclopedia, xi., p. 476. 

2 Wertheim and Tietz in Germany; Macy and Rosenwald in America. 

3 Duveen, London; Seligmann, Paris ; Heilbronn, Berlin; Hirsch, Vieuna, &e. 


4 See Dr. Zollschan’s criticism of Prof. Sombart’s theories in the preface to the 
3rd edition of Das Rassenproblem (Wm. Braumiiller, Vienna and Leipzig, 1912), 
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endowed with perseverance and readiness of resource ; he can adapt 
himself to the whims of fortune and quickly change from one line 
of business to another, and even from one occupation to 
another, in the determination to advance. He has estab- 
lished a secure, if not everywhere prosperous, position in 
the business world, though he has a match not only in the Greeks 
and Armenians, who are born traders, but also in the Americans 
and the Scotch. But although the Jew has acquired the reputation 
of being the personification of the commercial spirit, he is some- 
times quite shiftless and helpless, failing miserably in everything 
he undertakes as though pursued by some mocking sprite, and 
good-humouredly nicknamed by his brethren a Schlemiel. 

One half of the Jews in Germany and Italy are engaged in 
commerce, and in Austria and Russia over two-fifths.1_ To proceed 
to detail, in Germany 50°35 per cent. of the Jews are engaged in 
commerce and transport as compared with 13°41 per cent. of the 
general population ; but whilst they formed 10°5 per cent. of the 
entire commercial class in 1895, they are now only 7°9 per cent. 
In Italy 50°35 per cent. of the Jews are engaged in business, as 
compared with only 8°32 per cent. of the general population. In 
Austria as a whole the percentages are 43°7 and 83 respectively, 
while in Galicia, where there is a dearth of industries and the 
staple occupation is agriculture, the Jews practically monopolise 
trade, forming 91°2 per cent. of the dealers in merchandise in 
East Galicia, and 81 per cent. in West Galicia, 85°3 per cent. 
of the brokers and agents in East Galicia, and 66°3 per cent. in 
West Galicia. The great majority of these, nevertheless, are 

1 Complete occupation statistics of the Jews are available for these four countries 
and to a limited extent for Roumania, The figures given here are taken from the 
following sources, the years after the country being the date of the census :—(a) 
Germany (1907): Die beruflichen und sozialen Verhdlinisse der Juden in Deutsch- 
land, by Dr. J. Segall (Berlin, Max Schildberger, 1912); (b) Italy (1901): Zeit- 
schrift fiir Demographie und Statistik der Juden, Jan., 1905 (Berlin): (c) Austria 
(1900): Die Juden in Oesterreich, by Dr. J. Thon (Berlin, 1908) ; (d) Russia (1997) ; 
Die sozialen Verhdltnisse der Juden in Russland (Berlin, 1906); Bulletin of the 
Bureau of Labour, ‘‘ Economic Condition of the Jews in Russia,” by I. M. Rubinow 
(Washington, 1907), and Die Wanderbewegungen der Juden, by W. W. Kaplun- 
Kogan (Bonn, Markus & Weber, 1918); (e) Roumania (1901-2, and 1904); Die 
Juden in Rumdnien (Berlin, 1908). The original sources of the statistics for Russia 
are the Government Census of 1897 and the Investigation conducted by the Jewish 
Colonisation Association in 1898-9, published first in Russia (St. Petersburg, 1904) 
and afterwards in French under the title of Recueil de matériaux sur la situation 
économique des Israélites en Russie @aprés Venquéte de la Jewish Colonisation 
Association (Paris, 1906). The only other country of which Jewish occupation 
statistics are extant is New South Wales (Hebrew Standard, Sydney, March 10, 


1905), but as they only concern a total employed population of 3,031 and were 
compiled in 1901 they cannot be regarded as of much significance for present-day 


conditions, 
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merely petty shopkeepers, pedlars, and hawkers, who can scarcely 
keep body and soul together. In Russia 42°62 per cent. of the 
Jews are engaged in commerce and transport (38°64 in commerce 
alone), as compared with only 2°7 per cent. of the general popula- 
tion; but it must be remembered that Russia is predominantly 
an agrarian country, and that the Jews, with the exceptions to 
be noted later, are barred from the soil. They form one-third 
of the entire mercantile class in the Russian Empire, and as 
much as four-fifths in the Pale of Settlement alone. Nearly 
one-half of the Jewish merchants in Russia trade in agricultural 
produce, constituting over 90 per cent. of the grain-dealers in 
the Empire, and practically monopolising the corn trade in the 
Pale and along the Black Sea; but they are also represented in 
many other branches of commerce, particularly clothing, textiles, 
and timber. In Roumania the Jews form a fifth of the entire 
commercial class, while the proportion rises in some departments 
of the country to a half and even three-fourths, the maximum 
being reached in Jassy and Botosani. They entirely monopolise 
the petroleum trade and form the bulk of the dealers in iron 
goods (92 per cent.), cotton goods (88 per cent.), flour, timber, 
and fur. Most of the native Jews in England and America are 
also engaged in commerce, those in the latter country largely 
controlling the trade in corn, tobacco, and cotton, whilst the 
East European immigrants in these countries provide a contingent 
of shopkeepers, hawkers, and pedlars. 

The participation of Jews in finance is relatively not so great 
or important at the present day as it was until the middle of the 
nineteenth century. The refusal of the medieval Church to allow 
its followers to deal in money, as something taboo, gave the Jews 
a monopoly in which they were able to specialise, and they thus 
acquired considerable skill and success in financial operations. 
The outstanding episode in the history of Jewish finance, as, 
indeed, in the annals of modern finance in general, is the un- 
paralleled rise of the firm of Rothschild, which, starting from 
modest foundations in Frankfort in 1760, raised loans for almost 
every country of importance during the next hundred years, and 
is estimated to have contracted for or participated in loans to 
the huge total of £1,300,000,000 up to 1904!* Among the most 
important transactions carried out by the Rothschilds were the 
transmission of £18,000,000 sterling from England to the Con- 
tinent for payment to the anti-Napoleonic Allies, the raising 
of a loan of £15,000,000 for the English Government in 1856, 

1 Financial Times, Feb. 13, 1913. 
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the arrangement with Bleichroeder for the payment to Germany 
of the French indemnity of five milliard francs after the Franco- 
Prussian War, and the advance of £4,080,000 to the English 
Government in 1875 for the purchase of 176,600 Suez Canal 
shares.' One of the most important factors that contributed to 
the success of the Rothschild house was its establishment of 
branches in London, Paris, Vienna, and Naples, each headed by 
a brother, which enabled it to undertake operations of an inter- 
national character ; but the branch at Naples was discontinued in 
1861, and the ancestral house at Frankfort was closed forty years 
later. The Rothschild firm, however, was not the only Jewish 
house that undertook State and municipal loans in the early half 
of the nineteenth century: it had many serious competitors in 
the Pereires, Lazards, Speyers, Sterns, Seligmanns, and 
Bischoffsheims, who also adopted the Rothschild system of estab- 
lishing local branches in European capitals, each under the charge 
of a brother. But the movement that spread throughout Western 
Europe in the fifties of last century for the formation of credit 
banks and the growing practice of Governments to throw open 
the subscription of loans to the general public combined to break 
down the Jewish monopoly of international finance, which may 
be said to have largely passed away by 1900.2 Jewish financiers 
invested considerably in the construction of railways in the latter 
half of the nineteenth century, notably the Pereires in North 
France, the Bischoffsheims in Belgium, the Bleichroeders in 
Germany, Baron de Hirsch in Turkey, and Messrs. Kuhn, Loeb 
and Co. (Mr. Jacob H. Schiff) in the United States, and it was 
to a Jew by birth, Sir Ernest Cassel, that the financing of the 
Nile Dam was due. In Russia, too, the influence of Jewish finance 
showed itself in the establishment of commercial banks by Barons 
Joseph and Horace de Ginzburg and Leon Rosenthal, of 
St. Petersburg, and by Baron Kronenberg and Iwan Blioch, of 
Warsaw ; whilst farther east the Sassoons, ‘‘the Rothschilds of 
the East,” have created a network of banks from Bagdad to 
Shanghai. At present the movement of precious metals through- 
out the world is mainly directed by Jewish bankers, who latgely 
determine the rate of exchange between one country and another ; 
but there is absolutely no ground for the allegation, often made 
by anti-Semitic scribes, that the Jewish financiers of different 
countries are in alliance and use their combined resources for 
particular operations. On the contrary, the competition between 
Jewish houses is just as keen as between other firms. If there 
1 Jewish Encyclopadia, X., art. ‘‘ Rothschild.” 2 Tbid., V., art. ‘* Minauce.” 
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is any policy at all, apart from purely business considerations, by 
which self-respecting Jewish financiers are guided, it is the absten- 
tion from raising loans for the Russian Government as a protest 
against its inhuman treatment of their brethren. There is, more- 
over, a notable decline in the proportion of Jews engaged in 
finance. In Germany they formed 13°8 per cent. of the entire 
class engaged in financial pursuits in 1895, but this percentage 
sank to 79 by 1907 owing to the private banks being replaced 
by big joint stock banks capable of supplying the credit needed 
for Germany’s industrial and commercial development.! In Italy 
only 2°83 per cent., and in Russia 0°15 per cent. of the Jewish 
population followed a financial calling. The number of Jews on 
the Stock Exchange is not as large as is popularly supposed. In 
London there are estimated to be 330 Jewish among 5,100 
members of the Stock Exchange, that is, over 6 per cent.” ; whilst 
in New York the percentage is probably nearly twice as high. 

A significant tendency of modern times is the increasing 
number of Jews engaged in industrial pursuits, whether as manu- 
facturers or mechanics. In Germany 21°87 per cent. of the Jews 
were engaged in industry in 1907, as compared with 19°30 in 
1895; in Austria the percentage is 264, and in Russia as high 
as 34°63, whilst in Italy it is as low as 8°68. In Germany the 
principal industries in which they are engaged are those of 
machinery, metals, building, paper, timber, and especially 
chemicals and textiles. In Austria the bulk of Jewish manufac- 
turers and artisans are concentrated in Galicia, in the east of 
which they form from 52 to 56 per cent. of those engaged in the 
metal, chemical, food, leather, and paper industries, and 41 per 
cent. of the clothing industry. Particularly noteworthy is the 
mining colony in Boryslav—exemplars of Jewish pluck.* In 
Roumania, despite the special laws aiming at the restriction of 
Jewish enterprise, they form 19°5 per cent. of all the manufac- 
turers and only 5°3 per cent. of the factory employees, whilst they 
account for 528 per cent. of the glass, 32°4 per cent. of the 
furniture, and 39°1 per cent. of the clothing manufacturers. One 
of the most remarkable features of Jewish labour, not only on 
the Continent, but also in England and America, is the compara- 
tively large proportion occupied in the clothing industry. Of 
40,000 Jewish artisans in Germany, distributed in twenty-two 


! Segall, Die beruflichen und sozialen Verhdltnisse der Juden in Deutschland, 
p. 33. 

2 Mr. Percy M. Castello, in the Jewish Chronicle, June 17, 1910. 
3 Die Welt, June 20, 1913. 4 Die Juden in Ruménien, p. 30. 
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different occupations, over one-third are engaged in this industry ,} 
whilst in Roumania it claims over three-fifths. In Russia over 
one-seventh of the entire Jewish population is either engaged in 
or dependent upon the clothing industry (including hats, boots, 
and gloves, as well as clothes). 

To those who have hitherto regarded the Jews in Russia as 
wholly or mainly absorbed in exchange, it will come as a revelation 
to learn that nearly two-fifths are occupied in manufacturing and 
mechanical pursuits, in which less than a sixth (15°4 per cent.) 
of the general population is represented. Although the Jews 
form little more than 4 per cent. of the population of Russia, 
they constitute 10°5 per cent. of the entire industrial class in the 
Empire, and as much as a third in the Pale of Settlement. In 
the north-western provinces, Lithuania and White Russia, indus- 
trial occupations even claim a greater proportion of Jews than 
commerce : in Lithuania there are 44°2 per cent. in industries 
and only 23°8 per cent. in commerce, whilst in White Russia 
there are 42°2 and 27°4 per cent. respectively.? It is in these 
provinces that the congestion is greatest, the economic conditions 
lowest, and the labour movement strongest. In the Pale, accord- 
ing to the latest statistics, the Jews owned 378 per cent. of the 
factories (2,933 out of 7,750), and formed 27 per cent. of the 
employees (63,509 out of 235,203), but the value of the products 
manufactured in Jewish factories was only 22°5 per cent. of the 
total value of the manufactures.* The reason for this is that the 
average Jewish manufacturer has a smaller capital than his non- 
Jewish competitor, his factory is a smaller establishment and 
seldom equipped with the best machinery, and the cost of main- 
tenance is relatively larger, as he is by law confined to the town, 
whilst his non-Jewish competitor can build his factory in the 
country, where rent and labour are cheaper. The industries in 
which Jewish manufacturers are engaged present a wide variety : 
textiles (80 per cent. of the total), timber, tobacco (75 per cent.), 
hides, soap (87 per cent.), brick, tiles, flour-mill products, 
creameries, breweries, and mineral waters. In Poland there are 
305 Jewish factories of textile goods, of which 155 are in Lodz, 
employing about 13,000 men; and in Bialystok and its suburbs 
there are 299 Jewish factories out of a total of 372. The total 
number of Jewish factory workers in the entire Pale is probably 
between 100,000 and 150,000, and the conditions of most of them 


1 Segall, Die Verhdltnisse der Juden in Deutschland, p. 44. 
2 Rubinow, Economic Conditions of the Jews in Russia, p. 502. 
% Rubinow, tbid., p. 537. 
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are distressing. They are confined to the towns, they cannot 
work on the Sabbath, they have a higher standard of life than 
the Russian operative, who has been brought up in the country 
and can generally fall back upon a little farm in bad times, and 
they have a difficulty in getting employment, not only in non- 
Jewish works, which are often controlled by anti-Semitic 
managers, but also in Jewish works, as they are apt to look upon 
their employer as their equal and know how to protect their 
interests by organisation. 

The conditions of the artisans are scarcely better. There are 
over half a million, who, with their families, form a third of the 
Jewish population in Russia. Although permitted to live in certain 
parts outside the Pale, the conditions governing their residence 
are so burdensome and harassing that the great majority remain 
perforce in their native towns, where they work mostly at home 
in insanitary conditions and for an overcrowded market. Over 
38 per cent. are engaged in the production of clothing and other 
wearing apparel, 17 per cent. in leather wares (boots, gloves, etc.), 
11 per cent. in food products, nearly 10 per cent. in furniture, 
9 per cent. in metals, 6 per cent. in bricks and tiles, and the 
rest in the textile, paper, stationery, and chemical industries. 
Unskilled labour is generally avoided by Jews: it claims only 
2 per cent. of the total Jewish population in Russia. In the 
Pale there are over 100,000 Jews employed in unskilled labour, 
mostly as dock-labourers (especially in South Russia), carriers, 
teamsters, cabmen, farm-labourers, diggers and stone-breakers, 
lumbermen, raftsmen, ragpickers, and water-carriers. This at 
least proves that Jews, if needs be, can undertake the hardest 
form of physical labour. They are also found as dock-labourers 
at Salonica, Beyrout, and other Levantine ports. On the other 
hand, they are apt to look down upon employment as domestic 
servants or waiters as servile callings that suppress personal 
individuality. 

One of the most striking features of Jewish industry in Russia 
is the large proportion of female labour. Women form 21°26 per 
cent. of the Jewish wage-earning class in Russia, and account for 
15°83 per cent. of the artisans. In the north-west provinces women 
and girls form a third of the Jewish artisans, and over 80 per cent. 
are employed as dressmakers, seamstresses, milliners, stocking- 
knitters, and cigarette-makers. Female and child labour is also 
largely employed in factories, ranging from 20°2 per cent. in 
South Russia to 37°4 per cent. in Poland and 42°4 per cent. in 
the north-west provinces ; and it is found in many industries of 
No. 93 —VOL. XXIV. E 
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a dangerous kind, such as the manufacture of bricks and of 
matches, the packing of matches being done mostly at home. In 
Germany, also, it may be added, women form 21°97 per cent. of 
the entire Jewish working population, but they are engaged more 
in business and professions than in factories and domestic service. 
The percentage of Jewesses in employment in that country rose 
from 21°97 in 1875 to 30 in 1907.? 

The emigrants from Eastern Europe who have settled in such 
large numbers in America and England during the last thirty years 
have brought with them the industries in which they were engaged 
at home, namely tailoring, shoe-making , cabinet-making, cigarette- 
making, cap-making, and furriery, though they are also represented 
in all other trades. It is mainly due to them that these industries 
have become of increasing importance in these countries: they 
monopolise the clothing trade in the United States and largely 
dominate it in England. In New York there are over 2,000 firms 
employing about 80,000 men and women in the designing and 
making of clothes. The leading industry of the city and state of 
New York is the manufacture of women’s clothing, which had 
a production in 1909 of 272,518,000 dollars, and 75 per cent. of 
the development of which has taken place during the last fifteen 
years. All the firms and employees engaged in this industry, 
with insignificant exceptions, are Jews.? Almost 53 per cent. 
of the male Russo-Jewish workers and 77 per cent. of the female 
workers in New York are employed in tailoring, dressmaking, and 
cognate trades.* In England one-third of the Russian and Polish 
Jews are estimated to be in this branch of industry, and to them 
is entirely due the introduction of the ladies’ jacket and mantle 
trade. The centres of the tailoring trade are London, Man- 
chester, Leeds, whilst the Manchester waterproof garment in- 
dustry is also in Jewish hands. The influx of Jewish immigrants 
into the English labour market gave rise in recent years to the 
complaint that they lowered the rate of wages and took the 
bread out of the mouth of the native workmen, but the investiga- 
tions that have been made into the question have shown the charge 
to be groundless. When the immigrant first arrives in London 
he may submit to sweating conditions rather than beg or starve, 
but he very soon asserts his position and obtains a normal wage. 
Moreover, as the Jew has created his own industries, there is 

1 Segall, Die Verhaltnisse der Juden in Deutschland, p. 78. 


2 Jewish Immigratim Bulletin, Nov.-Dec., 1912, New York. 


* The Immigrant Jew in America, p. 112. 
4 The Jew in London, by C. Russell and H. S, Lewis (Fisher Unwin, 1901), 


p. 73. 
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practically no competition with the Gentile workman in the labour 
market, Jew and Gentile working, as Mr. Sidney Webb has put 
it, “in water-tight compartments.” A similar charge of under- 
cutting the rate of wages has been made in America, but the 
Immigration Commission, after a study of the earnings of more 
than half a million employees in mines and manufactures, has 
discovered no evidence that immigrants have been hired for less 
than the prevailing rate of wages. On the contrary, Dr. Hourwich 
has recently shown that the average wage is higher in those parts 
of the United States where there is a larger percentage of foreign- 
born workmen, that there has been a gradual reduction of the 
working day during the past decade in the state most affected, 
New York, and that the proportion of children employed in 
factories is greatest in the states where there is practically no 
immigrant population.! The immigrant is constantly spurred 
on to improve his position and to become his own master, not 
only because he brings his wife and children to join him at the 
earliest opportunity, but because he has a higher standard of life 
than the native workman. He must provide for the proper celebra- 
tion of Sabbaths and festivals and for the Hebrew education of 
his children, and he subscribes to a synagogue and benefit society. 
The trade union movement has so far not found much hold among 
the Jewish immigrants, partly owing to the shifting character 
of their class, partly owing to their irrepressible ambition to rise 
from the ranks of the toilers, and partly owing to their lack of 
the sense of disciplined organisation ; ? but strikes for the improve- 
ment of employment conditions are no infrequent phenomenon 
among the garment-makers in New York and the bakers in 
London. 

The return of the Jews to the land during the nineteenth 
century affords a refutation of the oft-recurring charge that, 
having been cut off from the soil and urbanised for so many 
centuries, they cannot adapt themselves to rural pursuits. There 
are now about 400,000 Jewish souls living by farming and forestry 
in the Old and in the New World, and the number is increasing 
every year. The return to the land began in Russia in 1804, when 
Alexander I. passed a law permitting the settlement and purchase 
of land by Jews in New and Southern Russia, and presented 
them with 80,000 acres in the province of Kherson as a nucleus 
for agricultural settlements. He also granted them exemption 


1 I. A. Hourwich, Immigration and Labour (Putnam). 
2 The Jewish Year Book (1918, p. 78) enumerates only eight Jewish trade unions 
in London, four belonging to the clothing industry. 
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from military service to induce them to go upon the land, and 
by 1810 several Jewish colonies were established, comprising 
1,700 families, in Kherson. Under the régime of his successor, 
Nicholas I., further colonies were established by private benevo- 
lence in the provinces of Kherson and Ekaterinoslav, and their 
number rose to 371 in 1865, when the Government repented of 
its good will and prohibited the creation of fresh Jewish colonies. 
In the seventies the Government took nearly 90,000 acres away 
from the Jewish colonies in the provinces of Volhynia, Kieff, 
Podolia, and Tchernigoff, and in 1882 the famous May Laws 
forbade Jews to buy or rent land in rural areas in the fifteen 
provinces of West Russia, a prohibition that was extended to 
Poland in 1891. Since then the position of the Jewish farmer 
in Russia has become rather precarious, and it would be menaced 
with utter decay if if were not for the material and financial 
assistance rendered by the Jewish Colonisation Association, which 
also maintains a staff of travelling agriculturists and five agricul- 
tural schools. According to the statistics of 1898 there were 296 
Jewish colonies (apart from those in Poland), comprising 305,407 
acres.' The number of Jews in Russia independently engaged 
in agriculture is 40,000, so that the entire number, including 
dependents, who live by it is close upon 200,000. This forms 
only 3°81 per cent. of the Jewish population of the country, whilst 
60°5 per cent. of the general population is devoted to agriculture. 
The average estate of the Jewish farmer is only 23} acres in 
extent, which is quite inadequate for a comfortable existence. 
In addition to the colonies there is also a great amount of inde- 
pendent farming by Jews, the entire area ownetl or rented by 
them in the Russian Empire being 6,422,684 acres, over two- 
thirds of which are in the Pale.* 

In Austria the percentage of the Jewish population engaged 
in agriculture is 11°4, three times as high as that in Russia, 
compared with 54°4 among the Christian population. The entire 
number of Jews dependent on agriculture and forestry is 139,810, 
the great bulk of whom are in Galicia and the Bukovina, where 
17°7 per cent. of the Jewish population lives.by agriculture, the 
highest percentage in any country.’ But there is no real Jewish 
peasantry in Austria, as a considerable proportion of the agricul- 
turists are merely landowners who do not themselves cultivate the 
soil, though a great number of Jewish farm-labourers are met 
with in Galicia. The amount of Jewish agriculture in other parts 


1 Rubinow, Hconomic Condition of the Jews in Russia, p. 508. 
2 Tbid., p. 517. 3 Thon, Die Juden in Oesterreich, p. 112. 
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of Europe is almost insignificant. In Germany, according to the 
census of 1907, there were 3,746 Jews engaged in farming, 
forestry, hunting, and fishing, forming 1°30 per cent. of the 
Jewish population, a decline from 1°41 per cent. in 1895.1 In 
Italy only 0°31 per cent. of the Jews are engaged in agriculture, 
whilst in Roumania, where they are forbidden to own land, and 
in Hungary, where there is no such prohibition, there are a great 
number of Jewish tenant farmers who cultivate the estates of 
Christian landowners. 

The most notable advance in Jewish agriculture during the 
last thirty years has taken place in America and Palestine, partly 
owing to the persecutions in Russia and partly to the revival of 
the national idea. The pogroms of 1881 caused an emigration 
en masse from Russia, and both in that and other countries the 
cry arose that the Jews could find the only final relief from their 
sufferings by resettling upon the soil of the Holy Land. The great 
bulk of the emigrants, however, wended their way not to the 
ancient, but to the modern “land of promise,” and unsuccessful 
attempts to found agricultural colonies were made in the United 
States and Canada in the early ’eighties. The real history of 
Jewish agriculture in the New World began in 1891, when Baron 
de Hirsch, moved by a fresh eruption of massacre in Russia, 
resolved to devote his fortune to the relief of his brethren by 
transplanting them to America and settling them upon the land. 
He founded the Jewish Colonisation Association as an English 
company with a capital of £2,000,000, which was increased upon 
his death by a further £9,000,000. The Association devoted itself 
in the first place to the settlement of Russian Jews in the Argen- 
tine, but the unfitness of most of the emigrants for agricultural 
life proved a hindrance to the early success of its efforts. After 
twenty-two years of activity it has established eight colonies in 
the Argentine, comprising at present only 3,619 families with 
20,088 souls, of whom 4,477 are non-colonists—a result that, 
compared with the enormous sums expended on the enterprise, 
can hardly be regarded as satisfactory. The total area covered 
by the colonies is 1,250,000 acres, of which 462,873 acres are 
under cultivation. The colonists appear on the whole to have 
reached a sound position, as in 1910 they paid back 538,429 
dollars to the Colonisation Association. The latter body also 
started colonising in Brazil in 1904, and possesses there 240,000 
acres, of which 100,000 are covered with timber, but the Jewish 
farming population so far numbers only 300 souls. 

1 Segall, Die Verhdltnisse der Juden in Deutschland, pp. 30 and 58. 
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A more gratifying and promising picture is presented by the 
Jewish farmers in the United States and Canada, most of whom 
have created their own settlements, though they have also received 
assistance from the “I.C.A.” and other organisations established 
with the funds of Baron de Hirsch.!. In Canada most of the 
Jewish farmers are Russian immigrants settled upon Government 
allotments ; they comprise 3,482 souls and own 136,334 acres. 
In the United States there are now about 25,000 Jewish souls 
living by agriculture and owning 600,000 acres distributed among 
all the states of the Union. The Jewish farmers in this country 
own real and personal property of an aggregate value of 33 million 
dollars and are organised in a federation which holds annual 
conferences. They owe their advancement in great measure to 
the Jewish Agricultural and Industrial Aid Society of New York, 
which encourages farming by rational methods and issues a 
monthly Yiddish journal, The Jewish Farmer, which has a 
circulation of 5,000 in sixteen countries. 

Far more significant for the future of the Jews as a nation 
is the growth of the colonisation movement in Palestine. In 1870 
the Agricultural School at Mikveh Israel (‘‘Hope of Israel’’), 
near Jaffa, was founded by the Alliance Israélite Universelle for 
the training of the Jewish youth of the Orient and of Eastern 
Europe in agriculture ; but this school was of little practical use 
as long as the Jews had no land of their own in Palestine. Nine 
years later a number of Jews of Jerusalem attempted to found 
a colony near the Arab village Mulebbis in the Plain of Sharon, 
which they called Petach Tikvah (“Gate of Hope”), but owing 
to the fever spread by the rain-sodden soil they ‘had to abandon 
the attempt until 1882, when they returned, reinforced by well- 
to-do emigrants from Russia. The marshy land of Petach Tikvah 
was then planted with eucalyptus trees and the sanitary con- 
ditions improved, but the lack of means for the purchase of 
implements and other equipment necessitated aid from abroad. 
It was in the same year, 1882, that a “Society for the Support of 
Jewish Agriculturists and Artisans in Palestine,” known as the 
Chovevei Zion (‘Lovers of Zion”), was founded in Odessa, and 
societies with similar objects arose in Germany, Roumania, 
England, and other countries. The Odessa Society at once started 
operations, and the recolonisation of Palestine thus really dates 
from 1882. ‘Not only was the existence of the first, and so far 

1 See an excellent and up-to-date account, ‘‘ The Agricultural Activities of the 


Jews in America,” by Leonard G. Robinson, in the American Jewish Year Book 
for 5673. 
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the largest colony, Petach Tikvah, assured in this year, but the 
three most important and central colonies in the three different 
districts of Palestine, Rishon-le-Zion in Judea, Zichron Jacob 
in Samaria, and Rosh Pinnah in Galilee, were founded by people 
who immigrated into Palestine in large numbers from Russia, 
Poland, and Roumania, in consequence of the Jewish persecutions 
in 1881-2.” These pioneer colonies, however, had to stiuggle 
against serious privations and might have succumbed had it not 
been for the munificent support of Baron Edmond de Rothschild, 
of Paris, who from 1883 devoted considerable funds to the pur- 
chase of land and the promotion of Jewish colonisation in 
Palestine. The benevolence of “the Baron,” as he was affec- 
tionately called, had a somewhat demoralising effect upon the 
colonists, as their reliance upon his aid deprived them of a sense 
of responsibility and of all perseverance. Hence he found it 
necessary afterwards to pull his purse-strings tight, and in 1910 
he transferred the administration of his colonies to the Jewish 
Colonisation Association, since when they have been able to pay 
their way and to repay some of their old debts. The latest and 
most important factor in the development of colonisation in 
Palestine is the Zionist Organisation, which has stimulated the 
increase of Jewish farmers, increased the amount of land in 
Jewish possession, introduced modern and scientific methods of 
agriculture, supplied agrarian credits, and established colonies 
upon the co-operative system. The agricultural industry in 
Palestine, which comprises corn, wine, oranges, olives, and 
tobacco, has now reached a sound and stable position and has an 
assured future. There are forty separate Jewish colonies in the 
country, which, with somé unoccupied lands, cover an area of 
40,344 hectares,? or close upon 100,000 acres, 1°11 per cent. of 
the entire area of Palestine, and support a farming population 
of 8,500 souls. 

The last important sphere of activity in which Jews are 
represented and to which they have devoted themselves in in- 
creasing numbers since their civil and political emancipation, is 
that comprising the liberal professions and Government service. 
The special circumstances that have favoured their advance in this 
sphere are their concentration in towns, their comfortable social 
position, and their thirst for higher education. It is significant 


1 Die jiidischen Kolonien Palistinas, by Jesaias Press (J. C. Hinrichs, Leipzig, 
1912), p. 4. The latest reliable account of Jewish colonisation in Palestine. 
2B, Goldberg in Zeitschrift fiir Demographie und Statistik der Juden, Feb, 


1913. 
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that in Germany, where the Jews have attained such a high 
level of prosperity by means of business, most of the Jewish 
merchants devote their sons to the learned professions, particularly 
those of law and medicine ; whilst in England and America, too, 
there is a marked tendency on the part of immigrants who have 
managed to secure a competence as shopkeepers or artisans, be 
it as grocers or butchers, tailors or shoemakers, to put their sons 
into these professions. Whilst the practice of law and medicine 
enjoys the most popularity, an increasing number of Jews are 
found in the ranks of civil service employees, teachers, journalists, 
artists, actors, musicians, dentists, chemists, and engineers. In 
Germany the percentage of Jews in Government service and the 
liberal professions rose from 6°14 to 6°54 in the period 1895-1907, 
whereas the percentage of the general population in these profes- 
sions declined from 6°22 to 5°75 in the same period.! The 
prevalence of Anti-Semitism acts as a check upon the increase 
of Jews in Government positions and as university professors, 
though the waters of baptism at once remove their only blemish. 
It is at first sight surprising to find that the conforming Jews 
of Germany, who form only one per cent. of the population, con- 
stitute 1°93 per cent. of the high Government officials and 2°5 
per cent. of the university ordinary professors,” but these propor- 
tions are much below the ratio of Jews with university education 
to the entire educated class. More significant is the fact that 
Jews form 15 per cent. of the lawyers and 6 per cent. of the 
doctors in Germany. In Russia, where there are hardly any Jews 
in Government positions, 6°3 per cent. are in the liberal profes- 
sions, despite the severe restrictions for excluding them, but it 
is probable that a good proportion is made up out of the swarm 
of private Hebrew teachers. In Austria about 7 per cent. of 
the Jews are in this sphere of activity, and it is noteworthy that 
as many as 6 per cent. hold military positions. In Hungary they 
form 17°9 per cent. of the authors and scholars, 396 per cent. 
of the journalists, 20 per cent. of the artists (musicians, painters, 
etc.), and 20°1 per cent. of the actors.? The most favourable con- 
ditions in this sphere are fourd in Italy, where 18°67 per cent. 
of the Jews are engaged in the civil service and the liberal 
professions, as compared with only 6°42 per cent. of the general 


population.‘ 
IsRAEL COHEN 


1 Segall, Die Verhdltnisse der Juden in Deutschland, pp. 28-30. 
2 Ibid., pp. 45-57. 3 Neue Jiidische Korrespondenz, Jan. 13, 1913. 
4 Zeitschrift fur Demographie der Juden, Jan., 1905. 











THE UNITED STATES FEDERAL INCOME TAX.! 


THE enactment in the United States of the income tax law 
of October 8rd, 1913, marks a new stage in the history of 
finance. The American law has been enacted to compensate 
for the loss of revenue due to the new tariff. But the chief 
argument which was responsible for the passage of the six- 
teenth amendment and for the enactment of the law was, 
as we have elsewhere pointed out,” that wealth is escaping its 
due share of taxation. Again and again in the course of the 
discussion attention was called to the fact that our federal system 
of taxes on expenditure puts an undue burden on the small 
man; and when the objection was made that the principle of 
ability to pay is recognised in State and local taxation, the ready 
answer was found that in actual practice our State and local 
revenue system fails almost completely to reach those taxpayers 
who can best afford to contribute to the public burdens. It is 
true that some of the more extreme supporters of the income tax 
based their advocacy on the ground of opposition to the tariff 
alone; but the more influential legislators did not tire of stating 
that their aim was solely to redress the inequality of taxation which 
was a predominant feature of the American fiscal system as a 
whole.® 

In our consideration of the measure, it will be convenient 
first to consider what the law actually provides, and then to call 
attention to its shortcomings. Under the first head the chief 
points are : On whom is the tax levied ; what is meant by income ; 
what are the rates and exemptions; and what are the adminis- 
trative methods pursued? Let us consider these in turn. 

1 An article substantially similar to this is also contributed by Prof. Seligman 
to the forthcoming issue of the Political Science Quarterly. 

2 Seligman, The Income Tax, 1911, p. 640. 
3 See especially the speech of Senator Borah who ascribes to the present writer 


the unmerited honour of responsibility for the impetus given to the income tax. 
Cf. Congressional Record, 63rd Congress, Ist sess., pp. 4260-4261, Aug. 28, 1913. 
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I. Who ts liable to the Income Tax? 


Under the provisions of the statute the tax is imposed upon 
the entire income of every American citizen, whether residing 
at home or abroad, as well as upon that of every person residing 
in the United States although not a citizen thereof. In the 
case of non-citizens of the United States residing abroad, the 
tax is assessed upon the income from all property owned, and 
from every business, trade, or profession carried on, in the 
United States. It will be noticed from these provisions that no 
attempt is made to avoid double taxation. Under the law, an 
American citizen living abroad and subject to an income tax 
there, or a resident alien who has already paid the income tax 
in his own country, is again subject to the tax here. It is to be 
noted, however, that the rigour of these provisions is somewhat 
abated by the clause, to be considered later, which virtually 
exempts the foreign holder of the bonds of American corpora- 
tions. It is still to be regretted that the United States has failed to 
lead in the movement to do away with this undoubted infraction 
of international justice. 

In the second place, the law applies not only to individuals 
but to corporations. ‘The income tax is payable by every cor- 
poration, joint stock company, or association, and every insur- 
ance company organised in the United States, with a few 
exceptions... This part of the law contains provisions similar 
to those of the corporation or excise tax law of 1909. The 
chief differences between the two, apart from the matters which 
will be considered later under other heads, are that the former 
specific deduction of $5,000 is no longer permitted, and that 
corporations are now allowed to make a return for their fiscal 
year when this does not coincide with the calendar year. The 
objection that the taxation of both individual and corporation 
on the same income involves double taxation is sought to be 
met by the provision which permits individuals to deduct from 
their taxable income the amount of corporate dividends or other 
income on which the tax has been paid by the corporation. The 
American law, therefore, seeks to avoid double taxation by the 
same jurisdiction, while making no effort to avoid double taxation 
by competing jurisdictions. 


1 The exceptions are: labour, agricultural. or horticultural associations ; 


mutual savings banks not having capital stock; fraternal beneficiary societies, 
orders, or associations, operating under the lodge system ; domestic building and 
loan associations ; cemetery companies operated exclusively for the mutual benefit 
of members; associations operated exclusively for religious, charitable, scientific, 
or educational purposes ; business leagues, chambers of commerce, boards of trade, 
and civic leagues and organisations not organised or operated for profit. 
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II. What is Taxable Income ? 


As we have seen elsewhere,’ it is easy to say that income 
should be taxed, but it is not so easy to define what is meant 
by income. The law states that net income 
“shall include gains, profits, and incomes derived from salaries, 
wages, or compensation for personal services of whatever kind, and 
in whatever form paid; or- from professions, vocations, businesses, 
trade, commerce, or sales or dealings in property, whether real or 
personal, growing out of the ownership or use of, or interest in, 
real or personal property; also from interest, rents, dividends, 
securities, or the transaction of any lawful business carried on for 
gain or profit, or gains or profits and income derived from any source 
whatever, including the income from, but not the value of, property 
acquired by gift, bequest, devise, or descent.” 


In this comprehensive definition several points are to be noticed : 
first, that no endeavour is made to introduce a new conception 
of income; second, that the idea of income as a regular and 
periodic return is accepted; third and fourth, that a somewhat 
more careful attempt is made to distinguish between gross and 
net income, and that a slight attempt is made to distinguish 
between capital and income. Let us take up each of these 
points. 

We have said that no endeavour is made to introduce a new 
conception of income. This new conception of income, to which 
the new law pays no homage, may be regarded from a double 
aspect : that of psychic or benefit income and that of disposable 
income. The problem of psychic income involves the question 
as to whether the conception of income is to be limited to that 
received in the form of money or whether it should be extended 
to include the satisfactions for which money stands. Since it 
is manifestly impossible to gauge in terms of money the varying 
degree of general satisfaction that individuals receive, the only 
practical question is as to whether that particular satisfaction 
which comes from living in one’s own house and which can be 
fairly. well measured in terms of rent, ought to be included in 
income. Suppose that A lives in his own house, worth $50,000, 
and pays perhaps $1,000 in taxes and $1,000 in repairs. B, who 
has had a precisely similar house, sells it for $50,000, but con- 
tinues to live in it, at a rental of $5,000. His position is 
virtually the same as that of A, because he gets $3,000 as 6 per 
cent. return on his $50,000 and saves the $2,000 on taxes and 
repairs. Yet B now has to pay a tax on his $3,000 additional 


1 Seligman, The Income Tax, p. 19 et seq. 
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income. It might be urged now that in order to attain exact 
equality, the net rental value of the residence ought to be 
included in income. ‘This rental value was so treated in the 
Civil War income tax. The framers of the present law, how- 
ever, thought it wise to follow the almost universal European, 
though not the English, example and to confine the term 
“income” to the ordinary conception of actual money income. 
The other aspect of this new conception of income relates to 
the question of savings. Many years ago John Stuart Mill 
thought that he had discovered a flaw in the theory of the 
income tax. He pointed out that unless savings were exempted 
we should be imposing double taxation; that is, the tax would 
be imposed, first, on the amount of income actually saved, and, 
secondly, upon the future income from that amount considered 
as capital. Although the fallacy of this contention was subse- 
quently pointed out, it has remained for a recent Italian writer 
to take up the subject anew and to maintain that the only way 
of avoiding gross inequality in taxation of income is to exempt 
savings. It is remarkable, however, that at the same time a German 
author should have devised a precisely contradictory theory, namely, 
that all that should be included in the conception of income is the 
balance of receipts over expenditures, and that the term expendi- 
tures should include not only those incurred in securing the income, 
but personal expenditures as well. Equal taxation hence involves 
not simply equality of income received, but equality of surplus 
available. The new Italian theory would result in taxing nothing 
but expenditure ; the new German theory would result in taxing 
nothing but savings.! : 
It is evident not only that these two theories are mutually 
1 The Italian work is Intorno al Concetto di Reddito Imponibile e di un Sistema 
ad’ Imposte sul Reddito Consumato, published as a memoir of the Turin Academy of 
Sciences in 1912 by Professor Luigi Einaudi (reviewed by Prof. Pigou in the 
Economic JourNAL, Vol. xxiii, p. 260). The German work is Die Bestewerung nach 
dem Ueberfluss (nach der Ersparnismiglichkeit), by Biirgermeister H. Weissenborn 
in Halberstadt, 1911 (reviewed by Mr. Naymier in the Economic JouRNAL, Vol. xxii, 
p. 108). The Italian book has given rise to a discussion carried on in a series of 
articles in the Giornale degli Economisti for 1912 and 1913. The argument rests on 
the distinction between ‘‘ earned” and ‘‘ realised ” income propounded by Professor 
Irving Fisher in 1906 in The Nature of Capital and Income. This distinction has, 
however, found little acceptance among American economists, and its validity has 
been vigorously denied, especially from the standpoint of its applicability to 
taxation. See the review of Professor Fisher’s book by Professor H. R. Seager in the 
Annals of the American Academy of Political and Social Sciences, Vol. xxx, p. 175 
(1907) ; and the discussion on the subject ‘‘ Are Savings Income?” by Professors 
Fetter, Daniels, and Robinson in Papers and Discussions of the Twentieth Annual 
Meeting of the American Economic Association at Madison, Wis., Third Series, 
Vol. ix, No. 1 (1908), pp. 48-58. 
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contradictory, but that the wisdom of attempting to carry 
out either of them would be highly questionable. It must 
be said, therefore, that the framers of the new law were 
well-advised in refusing to be led astray by either of these recent 
vagaries. 

The second point to be noted with reference to the theory of 
income implied in the new federal law is its attitude towards 
irregular receipts. In the law of 1894,’ in contradistinc- 
tion to the well-nigh universal practice abroad, inheritances 
were taxed as income. The general view, as_ explained 
elsewhere,” is that income consists only of regular and periodic 
returns, irregular returns in the shape of inheritances being 
reached by the inheritance tax. In the new law this con- 
ception is adopted, although no new tax on _ inheritance 
is imposed by the federal government. As inheritances are 
usually reached by the separate States, however, and as it is 
not improbable that the federal income tax may before long 
be supplemented by a federal inheritance tax, there is much 
to be said for the provision of the Act. The law of 1913, 
moreover, is still further and favourably distinguished from that 
of 1894 by excluding from the conception of income, property 
acquired by gift, inter vivos. 

The third element to be considered in the conception of 
income is the distinction to be drawn between capital and 
income. ‘The two chief problems under this head are the treat- 
ment of profits from sales of property, and the disposition made 
of certain receipts of life insurance companies. 

In respect to the former, the law states that taxable net 
income comprises “gain, profits, and income derived from .. . 
dealings in property whether real or personal... .” It is 
obvious that in the case of persons engaged in the real estate 
or bond business, profits from the sales of real estate or of 
securities are included in taxable income. The question arises, 
however, whether the purchaser of a piece of property who after 
the expiration of several years sells it at an enhanced price 
ought to regard the difference as a part of his income in that 
year. If the letter of the law be followed, this is the obvious 
result. The injustice, however, of such a procedure is apparent 
from the fact that there is no provision made for deducting 
losses arising from a similar transaction. Of course, a real-estate 


1 For an account of this law, see Seligman, ‘‘The American Income Tax,” 
Economic JOURNAL, Vol. iv, p. 639. 
2 Seligman, The Income Taz, p. 20. 











62 THE ECONOMIC JOURNAL [MARCH 


dealer, in figuring up his income for the year, can set off losses 
on some transactions against profits on others. But an ordinary 
individual who sells at a loss a piece of reai estate that he has 
held for a number of years has no way of setting off that loss 
against profits from other sources. It is simply a diminution 
of his capital. Why, then, should any possible profit derived 
from a similar transaction be considered as income rather than 
accretion to capital? 

In the original income tax of 1864 such profits were counted 
as income. This, however, created such dissatisfaction that the 
law of 1867 limited such profits to those from sales on real 
estate purchased within two years.' In the discussion of the 
present Bill Mr. Cordell Hull, its framer, stated :— 

“In construing all these laws... unless the unearned 
increment is expressly made income, it is not considered income 
in any sense of the word, but simply increase of value or 
capital.” ? 

When pressed still further, he added :— 

“My judgment would be that as to the occasional purchase 
of real estate not by a dealer or one making the buying and 
selling a business, this Bill would only apply to profits on sales 
where the land was purchased and sold during the same year.” ® 

As this section was adopted in the light of Mr. Hull’s explana- 
tion, it is not unlikely that it will be so interpreted as to carry 
out the evident intention of its framers. If so, the same rule 
will apply also to profits from the sales of securities or other 
personal property. This would seem to be a fairly satisfactory 
solution of an undoubted difficulty. 

The other aspect of this problem is connected with insurance 
and especially mutual life insurance companies. The payments 
from life insurance companies to the policy-holders include, as 
is well known, death claims, annuities, endowments, surrender 
values, and so-called dividends. Since, however, a part of these 
payments is made from premiums received, it is clear that this 
involves merely a return of capital. In the heated discussion 
that took place on this topic it was pointed out that a large 
part, at all events, of the dividends ought really not to be 
included in income. An amendment to the Bill was finally 
adopted, whereby it was provided that life insurance companies 
should not include as income “such portions of any actual 


1 Seligman, The Income Taz, p. 512. 
2 Congressional Record, April 26, 1913. 
3 Such a provision was contained in the law of 1864. 
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premium received from any individual policy-holder as shall 
have been paid back or credited to such individual policy-holder 
or treated as an abatement of premium of such individual policy- 
holder within such year.” And in the same way mutual fire 
and marine insurance companies are not compelled to include 
refunds of premium deposits to policy-holders in their taxable 
income, a provision of great importance in the case of so-called 
“factory mutuals” which pay to their policy-holders “dividends ” 
amounting in some cases to 90 or 95 per cent. of the premium 
received. It is fortunate that this amendment prevailed, as in 
a recent decision of the Supreme Court it has been held that 
the inclusion of such “dividends” in the income of corporations 
under the corporation tax law of 1909 was invalid. The elimina- 
fion of “dividends,” however, does not dispose of all the difficulty, 
as there still remain some so-called earnings of insurance com- 
panies which are really nothing but a return of capital to the 
policy-holders.!. Mr. Hull was quite emphatic in his statement 
that there was no intention of taxing capital rather than income, 
but he was not thoroughly clear in his own mind as to the exact 
distinction to be made, and he maintained that the accounts of 
the insurance companies were not so kept as to permit the 
legislature to distinguish between the two conceptions. 

The fourth difficulty connected with the concept of income 
is presented in determining the deductions to be made from 
gross income in order to arrive at net income. With respect to 
certain of these items, there is no controversy. Such are the 
provisions of the law for deducting necessary business expenses, 
interest on personal indebtedness, losses actually sustained 
during the year, including worthless debts written off, and a 
reasonable allowance for exhaustion, wear and tear of the pro- 
perty arising out of its use in the business (not exceeding in the 


1 The objections of the insurance companies are presented in a series of 
memoranda printed in Tariff Schedules, Briefs and Statements filed with the 
Jommittee on Finance, United States Senate:—Income Tax and Customs Adminis- 
tration, Washington, 1913. See especially pp. 1947-1986, 2119-2126, 

This whole subject is well treated by R. R. Kennan in a monograph entitled 
The Federal Income Tax in its Relation to Life Insurance Companies, Milwaukee, 
1913. 

The accountant’s point of view is summed up in W. A. Staub, Income Tax Guide, 
1913, p. 50, as follows : 

“Only the income derived from the investment of premiums between the time 
they are received from the policy holders and the time they are returned to them or 
their beneficiaries in the form of death claims, annuities, endowments, surrender 
values, ‘dividends,’ less the expense of conducting the business, represents real 
income derived from the amounts placed in a company’s hands by the policy holders 
for insurance purposes.” 
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case of mines 5 per cent. of the gross value of the year’s output 
at the mine). Nor is there room for dispute as to the propriety 
of the permission to deduct from the gross income of individuals 
not only dividends from corporations which have paid a tax on 
their net income, but also any income from which, as will be 
explained later, the tax has been withheld at the source. The 
real difficulty in the matter, apart from the question of actual 
fact as to the difference between repairs and permanent improve- 
ments, relates to the question of taxes and of interest on corporate 
debts. 

As to the former, the law permits deduction from all taxes, 
not including, however, in the case of individuals, assessments 
for local benefits. Why this deduction should be allowed is not 
clear. It might indeed be claimed that so far as taxes on business 
are concerned, this ought to be put on a par with other outlays 
incurred in order to secure a net profit. But where the income 
is derived from other sources than purely business transactions, 
the propriety of the deduction seems questionable. It is to be 
conceded, however, that herein lies a real difficulty in the theory 
of income. 

In considering the deduction of interest on corporate debt, it 
should be remembered that the theory of corporate indebted- 
ness differs, as we have elsewhere pointed out,’ in some important 
respects from that of individual indebtedness. In the case of 
the individual, taxable property consists in the surplus above 
indebtedness, and the taxable income consists in the correspond- 
ing surplus of receipts. Capital stock of a corporation, however, 
usually represents only a portion of the property, while the 
remainder is represented by the bonded indebtedness. Strictly 
speaking, indeed, the proper distinction is not between corporate 
and individual credit, but between production and consumption 
credit. In the case of corporations, however, while debts are 
sometimes contracted to meet pressing exigencies and may thus 
in a way be considered a kind of consumption credit, mortgage 
bonds, at least, are almost exclusively issued in order to provide 
capital. Economically speaking, the corporate capital consists 
of the bonds and the stock. Theoretically, therefore, the income 
from interest on corporate bonds ought not to be deducted. As 
a matter of fact, it is not so deducted in European income-tax laws. 
In the corporation tax law of 1909, however, interest on in- 
debtedness was deducted, but only on an amount of debt not 


1 Seligman, Essays in Taxation, 8th edition, 1912, pp. 106-107; and The 
Income Tax, p. 513. 
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exceeding the capital stock. In the present law we find a 
compromise. Interest paid is allowed as a deduction from income 
on an amount of indebtedness not exceeding one-half the sum 
of the corporation’s interest-bearing debt and its paid-up capital 
stock. Thus it will be seen that the new tax is more favourable 
to the corporations than was the excise tax. The compromise, 
however, is entirely arbitrary. Either there should have been 
no deduction at all, or the deduction should have been permitted 
on all the indebtedness which might be regarded as a result of 
purely consumption credit. 

Another point in which the corporations would seem to have 
just cause for complaint is the disappearance of that provision 
of the law of 1909 which permitted corporations to deduct from 
gross income the dividends received from the stock of other 
corporations held by them. The result of this disappearance will 
be a great burden on holding companies, as the same income will 
be taxed once to the subsidiary companies and again to the 
parent company. The reason for this change was obviously to 
interpose obstacles to the continuance of holding companies. 
While this is not the place to express any opinion as to their 
desirability in general, it is quite clear that, in the case of rail- 
roads at least, some form of holding company may be entirely 
compatible with the best public interests; and, in any event, the 
attempt to combine fiscal and prohibitive ends in the same 
measure is of doubtful wisdom. 


Ill. The Tax Rates. 


In discussing the question of tax rates the two chief problems 
are those of exemption and of graduation. 

The most important point to be noted under the head of 
exemption is the fact that the tax applies to individual incomes 
only when they exceed $3,000. In the law of 1894 the exemp- 
tion was placed at $4,000, and in the Bill as originally drafted, 
the exemption was also kept at the higher figure. In the course 
of the discussion, however, and partly as a concession to the 
feeling that the limit was excessive, it was reduced to $3,000, 
with additional exemptions of $500 or $1000 for children. In 
the final draft, while the figure of $3,000 was retained, the 
exemption for children was eliminated and was replaced by an 
additional exemption of $1,000 for a married couple. A total 
exemption of $4,000 only, however, is permitted in the case 
of aggregate income of husband and wife when living together. 
It is to be noted, moreover, that the exemption applies to the 
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first three or four thousand dollars respectively of any amount 
of income; that is to say, three or four thousand dollars, as the 
case may be, are always to be deducted from the net income, 
in order to reach the taxable income. 

In the discussion of the law, several attempts were made to 
reduce the exemption to a lower limit. It was repeatedly 
pointed out, however, that this exemption did not mean so much 
the minimum of subsistence, as a minimum of comfortable 
existence, according to the desirable American standard of life. 
An American family of from three to five children living in decent 
comfort, and desirous of giving the children a college education, 
would, it was maintained, need all of $4,000, or in the case of a 
widow, certainly all of $3,000, for meeting the necessary family 
expenses. It was further urged that the recipients of smaller 
incomes are already bearing more than their share of the burden, 
through the federal indirect taxes, and that this comparatively 
high exemption would only redress the inequality. Finally, it 
was argued that the administrative advantages of the high exemp- 
tion in averting needless expense and endless complications, such 
as are found in the English system, would far outweigh any 
objections to the higher exemption. While, however, these con- 
siderations were prominent in the minds of the framers of the 
measure, there is little doubt that the controlling reasons for so 
high an exemption were primarily political. One of the Con- 
gressmen ingenuously asked, in reply to a proposition to reduce 
the exemption: “Does the gentleman not think it would defeat 
every member who would vote for this amendment if the fact 
were known at home?” * And another member said : 

“T venture the assertion that if Congress at the first opportunity 
which it has had of levying a direct tax upon the people without 
apportionment, should levy a tax which would fall upon every 
citizen of the land, that tax would not stay upon the statute books 
longer than the first election which followed the first call of the 
tax collector.” ? 

In justice, however, to the majority, we must quote the statement 
made by Mr. Murray, Oklahoma : 

“There are those who would say that we should begin at $1,000, 
in lieu of $4,000. They forget the principle upon which this tax 
is founded, and that is that every man who is making no more than 
a living should not be taxed upon living earnings, but should be 
taxed upon the surplus that he makes over and above that amount 
necessary for good living. We also recognise the assumption that 


1 Congressional Record, p. 1215, May 6, 1913. 
2 Ibid., p. 1218, 
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$4,000 will reach the highest grade of good living. . . . The purpose 
of this tax is nothing more than to levy a tribute upon that surplus 
wealth which requires extra expense, and, in doing so, it is nothing 
more than meting out even-handed justice.” 4 


The exemption of interest on bonds or other obligations of 
the United States or its possessions did not arouse any comment. 
This was partly due to the fact that the federal debt is so small 
and is so largely held by national banks. If the time should 
come when the national debt, in the hands of individuals, should 
again assume large dimensions, it is not unlikely that we shall 
have a controversy here comparable to the one that has been 
responsible for the recent fall of the French Ministry. The issue 
will then be the equality of taxation, versus the maintenance of 
the national credit. Finally, it may be pointed out that the 
exemption of $5,000 accorded to corporations in the law of 1909 
is eliminated in the present law. 

The consideration of tax rates involves not only the question 
of exemption, but that of graduation. It is significant that the 
principle of progressive taxation evoked almost no discussion. 
The legitimacy of the theory was taken for granted, and in the 
few cases where it was mentioned, it was assumed to be a 
corollary of the theory of ability to pay. This shows the develop- 
ment that has taken place since the discussion of the law of 
1894. In considering the question of graduation, only two 
difficulties confronted the framers of the Bill. The one was how 
to make a workable system of progressive taxation harmonise 
with the administrative methods employed; the other, how to 
oppose with success the demands of the radicals. 

The former difficulty is connected with the principle of 
stoppage at source, to be discussed below. It is clear that if 
the tax is paid at source by the income payer, rather than by 
the income recipient, it is not easy to introduce a graduated 
scale. The bonds of a corporation, the tax on the income of 
which is withheld by the corporation, may be owned by a person 
of very small or of very large total income. 

This problem had, however, recently been solved in England, 
and a similar solution was adopted in the Bill which passed the 
Chamber of Deputies in France a few years ago, and is pending, 
at the time of writing, in the Senate. In England a uniform rate 
is imposed upon all tax-payers, and is assessed on the principle 
of stoppage at source. This remains the backbone of the tax. 
Then on all individual incomes above a certain figure, a so-called 


1 Congressional Record, p. 1219, May 6, 1913. 
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super-tax is levied upon the income as a whole. So in the French 
Bill the uniform tax levied according to the stoppage-at-source 
principle is supplemented by a “complementary” tax levied 
upon the entire income. ‘The same plan has been adopted in 
the new American law. The uniform tax levied upon all 
incomes, primarily by the method of stoppage at source, is called 
the normal tax, and is assessed at the rate of 1 per cent. The 
extra tax is called the additional tax or the surtax, and is assessed 
on the entire income of individuals, according to a graduated 
scale. The advantage of this ingenious scheme is that the con- 
stituent parts of the income of any individual will be reached in 
large measure by the normal tax, and in such a way that the 
Government will be able to ascertain the facts. The returns 
made by individuals for the additional tax can, to a considerable 
degree, thus be checked up, and the fiscal interests of the 
Government thus protected. This protection is, however, not 
complete, for, as we shall see, the principle of stoppage at source 
does not apply to all incomes within the United States, and 
applies only in an imperfect way to incomes received abroad. 
To a very large extent, however, the protection is undoubted. 
Thus it may be said that the old problem of the incompatibility 
of graduated taxation with stoppage at source has been attacked 
with a fair prospect of success. 

The other difficulty with which the framers of the Bill had to 
cope was the danger of an exaggerated application of the pro- 
gressive scale. In the original Bill, the clause relating to the 
“additional” tax was so framed as to impose 1 per cent. on 
incomes from $20,000 to $50,000, 2 per cent. on incomes from 
$50,000 to $100,000, and 3 per cent. on incomes above $100,000. 
In the course of the discussion, however, many amendments 
were introduced calling for much higher scales. It will suffice 
to mention the plan of Mr. Copley, who suggested a scale rising 
to no less than 68 per cent. on incomes over $1,000,000, a pro- 
position so manifestly extravagant that it was voted down by 
a large majority. Another rather extreme proposition was sub- 
sequently advanced in the Senate. Senator Williams disposed 
of it with the statement that “the object of taxation is not to 
leave men with equal incomes after you have taxed them.”! The 
general feeling was, however, that the graduated scale proposed 
in the Bill was not high enough. Senator LaFollette proposed 


1 Congressional Record, p. 4225, August 27, 1913. As to the leave-them-as-you- 
find-them theory of taxation, see Seligman, Progressive Taxation, 2nd ed., 1900, 
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a scale which ran up to 10 per cent. Senator Bristow suggested 
a somewhat more moderate scale, and scouted the idea of possible 
future complications. As a result of the discussion, the Finance 
Committee of the Senate saw that some concession was inevit- 
able. Under the law as it was finally enacted, the rates of the 
“additional” tax are as follows: 


Per cent. On amount exceeding And not over 
1 $20,000 $50,000 
2 50,000 75,000 
3 75,000 100,000 
4 100,000 250,000 
5 250,000 500,000 
6 500,000 _ 


The maximum rate of the income tax as a whole, therefore, 
under the new law, is somewhat under 7 per cent. This is 
somewhat lower than either the English maximum (ls. 8d. on 
the £), or that of the recent German Wehrsteuer (8 per cent. on 
incomes over half a million marks).? 


IV. Stoppage-at-Source. 


The provisions in the new law which deal with the methods 
of assessment and collection involve a fundamental departure 
from the theory of all preceding income taxes in the United 
States. As has been frequently pointed out, the two chief types 
of income tax are the personal or lump-sum tax, where everyone 
is compelled to make a return of his entire income from what- 
ever source derived, and the stoppage-at-source tax, the theory 
of which is that it should be collected from the person or agency 
paying the income, rather than from the individual who receives 
it. The argument in favour of payment at source is the double 
one of protecting the honest taxpayer, and of safeguarding the 
fiscal interests of the treasury. Whatever may be true of a 
country like Germany, where the administrative and _ political 
conditions are unique, there is little doubt that a purely personal 
lump-sum income tax, resting primarily on the declaration of 
the individual, would be as much of a failure in the United States 
as was the original income tax in England or the American 
income tax in the years subsequent to the Civil War, and as are 
those parts of the income tax in Austria, Italy, and Switzerland, 
which rest upon the same principle. It was to avoid these evils 
that England adopted the principle of stoppage at source to a 
certain extent at least, and that some other countries have in a 
minor degree followed this example. It has been reserved, how- 


1 As to the German Tax see F. Stier-Somlo, Wehrbeitrag und Besitzsteuer : Die 
Reichssteuergesetz vom 3 Juli, 1913, 
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ever, for the United States to apply the principle in a more 
thoroughgoing fashion than is the case anywhere else. 

The law provides that “all persons or firms, co-partnerships, 
companies, corporations, joint-stock companies or associations, 
in whatever capacity having control, receipt, disposal or payment 
of fixed or determinable annual or periodical gains, profits, and 
income of another person, subject to tax,” are required to deduct 
and withhold the annual tax of 1 per cent. from all “interest, 
rent, salaries, wages, premiums, annuities, compensation, re- 
muneration, emoluments, or other fixed or determinable annual 
gains, profits, and income of another person exceeding $3,000 
for any taxable year.” In the case of payment of interest on 
bonds and mortgages or of trusts or other similar obligations 
of corporations, as well as in the case of collections of interest 
and dividends on foreign bonds and stocks not payable in the 
United States, the tax is to be deducted on all sums irrespective 
of whether or not the payments amount to $3,000. The obliga- 
tion to withhold the tax is not applicable to three cases. First, 
it does not apply to the dividends on the stock of corporations 
(except foreign corporations not doing business in the United 
States) for the reason that all such corporations are subject to 
the tax on their net income, irrespective of whether they pay 
out this income as dividends or allow it to accumulate as surplus 
and undivided profits. Secondly, the obligation to withhold the 
tax does not apply to the interest on bonds, mortgages, equip- 
ment-trust, receivers’ certificates, or similar obligations of which 
the bond fide owners are citizens of foreign countries and residing 
abroad. Thirdly, it does not apply to the payments to a cor- 
poration, the reason for this obviously being that all corporations 
are required to file a complete return of all of their income, and 
that the books of the corporation are open to inspection by the 
revenue authorities. 

It will be observed that the provision for payment at source 
is exceedingly broad. With the exceptions mentioned, it applies 
virtually to everyone through whose hands there may go money 
or money’s worth belonging to anyone else, provided that the 
payments are “fixed or determinable.” If the income is not 
fixed or certain or payable at stated periods, or if it is indefinite 
or irregular either in the amount or the time at which the income 
is paid, the provision does not apply. A failure to deduct the 
tax makes the individual or corporation personally liable. More- 
over, anyone who collects foreign payments of interest or divi- 
dends by means of coupons, cheques, or bills of exchange must 
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procure a licence from the Commissioner of Internal Revenue, 
and give bonds. All licensees must keep records open to inspec- 
tion by the Government officials, and must file monthly with 
the district collector of internal revenue a list of the names and 
addresses of persons from whom any items have been received, 
the amounts of tax deducted, and the sources thereof. Failure 
to conform to these regulations involves a fine not exceeding 
$5,000, or imprisonment not exceeding one year. 

In connection with this general problem of stoppage at source, 
two chief points deserve consideration: first, is the principle 
itself sound; and, second, what administrative regulations have 
been issued to facilitate the execution of the law? 

Among the criticisms directed against the principle of stop- 
page at the source, the first to be noted is the contention that 
there is no warrant for imposing upon the so-called ‘“ withholding 
agents” the expense connected with the withholding of the tax 
and the rendering of the accounts to the Government. In this 
contention there seems to be some merit. It must be remem- 
bered, however, that in so far as the withholding agents are 
corporations—and this is true of the great majority of cases— 
they all enjoy a privilege which is not granted to corporations 
in Europe, namely, that of deducting interest on debt from their 
gross income. 

The next criticism is more weighty. It is well known that 
since the beginning of the income-tax agitation in the ‘nineties 
almost all of the American railroads, and many of the larger 
industrial corporations, have issued their bonds with the so-called 
“tax-free” clause; that is, the corporations have bound them- 
selves to pay any taxes that might be imposed upon the bonds 
or coupons. The consequence is that as the present law compels 
these corporations to withhold the income tax on the coupons, 
the corporations under the tax-free clause have no option but 
to pay the tax themselves. As a result, the Government is 
hitting the wrong man. It seeks to impose the tax upon the bond- 
holder; in effect, it mulcts the corporation. Under the present 
situation, therefore, the tax due by corporate bondholders is 
paid by the stockholders. 

The framers of the Bill were well aware of this complication. 
They accordingly introduced a section rendering void any tax- 
free provision in corporate bonds to be issued in the future. 
They did not, however, deal with existing bonds, as they feared 
thereby to expose the law to a charge of unconstitutionality. 
It may be stated, indeed, that so far as bonds to be issued in 
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the future are concerned, it makes little difference, from the 
economic and fiscal points of view, whether the tax-free provi- 
sion is contained therein or not. The only result of the tax-free 
provision in future bonds will be that the bonds will sell at a 
higher price than would otherwise be the case, the tax being 
capitalised into the difference in the market price. So far as 
the corporation is concerned, it makes no essential difference, 
because the corporation will sell its tax-free bonds at a price 
sufficiently high to compensate it for the payment of the annual 
tax; and so far as inequality of taxation among individuals is 
concerned, it also makes no difference, because the purchasers 
of tax-free bonds, instead of paying the income tax on the 
coupons, will capitalise this annual tax into the additional price 
they pay for the bonds. This consideration, however, does not 
affect the thousands of millions of existing corporate bonds where 
the result of the present system is to impose an additional burden 
on the corporation and to exempt the security-holders. 

It was a consideration of this nature which led the representa- 
tives of the withholding corporations to suggest during the 
pendency of the discussion an alternative scheme. They con- 
ceded that the chief object to be attained by the payment-at- 
source method ought to be kept in view, namely, the prevention 
of tax evasion. They contended, however, that the needs of 
government in this respect would be met by information as to 
details of payment, ownership, addresses, &c.; and they declared 
themselves quite ready to present such reports. This suggestion 
was not entirely novel. Such reports form a part of a system 
originally introduced by Italy when it imposed upon the cor- 
porations the duty of supplying the Government with certain 
facts. For this scheme the present writer suggested the name 
of “information at source,” a name that was at once adopted as 
a convenient appellation. The framers of the Bill acknowledged 
its legitimacy, and were willing to substitute, in part at least, 
information at source for payment at source. The doubts of the 
majority of the Conference Committee, however, as to the 
efficiency of the proposed substitute in completely accomplishing 
the results desired, were not entirely dispelled, and the principle 
of stoppage at source was therefore retained. 

The other phase of the stoppage-at-source question is that of 


1 See the memoranda of the Guaranty and other Trust Companies, and of 
Professor Bullock in Briefs and Statements, pp. 2004-2013 and 2071-2075. The 
former memorandum was also separately published under the title Income Tax Bill: 
Memorandum on behalf of certain Trust Companies. 
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the administrative regulations issued to enforce the law. The 
Treasury Department, which was given great latitude in the 
matter, has performed admirably the task of interpreting some 
obscure passages in the law and making them workable. In 
the first place, the Bureau of Internal Revenue has provided for 
the attachment of certificates by all withholding agents. In 
case of bonds and similar .obligations, it has been settled that 
if the debtor corporation or its fiscal agent does not deduct the 
tax, the first bank, trust company, banking firm, individual or 
collecting agency receiving the coupons for collection or other- 
wise shall withhold the tax and attach a certificate stating for 
whom the tax is deducted, the person from whom the coupons 
were received, the bonds from which the coupons were cut, and 
the amount of interest. All such certificates, which may be 
signed by a bank or other responsible collecting agency, as well 
as those prepared by persons licensed to collect foreign incomes, 
must be filed with the district collector by the 20th of the fol- 
lowing month. So far as income from sources other than cor- 
porate interest is concerned, the situation has been rendered 
much simpler by a regulation that the tax shall not be withheld 
until the aggregate of the payments during the year amounts 
to more than $3,000. The tax is then to be paid upon this 
aggregate unless the person to whom the income is payable files 
with the withholding agent a claim for the three or four thousand 
dollar exemption, respectively, in which case the tax is to be 
withheld only on the excess above the exemption claimed. 

Finally, it is to be stated that the law took effect, so far as 
the date of taxable income is concerned, as of March Ist, 1913. 
Manifestly, however, the provision requiring payment at the 
source could not be made retro-active, and was enforced only 
from November 1st. 


V. Other Administrative Features. 


There remain for consideration some of the miscellaneous 
administrative provisions of the law. 

Of these, perhaps the most interesting is that which provides 
for secrecy. The law states that it shall be unlawful for any 
officer or employee of the United States to divulge any detail 
set forth in any income return, nor shall he permit any details 
to be seen or examined by any persons except in the manner to 
be mentioned; nor shall any person print or publish in any 
way any detail connected with the income returns. 

The returns of corporations, however. constitute public 
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records, open to inspection upon the order of the president, 
under rules and regulations to be prescribed. It is further pro- 
vided (and this is due to Senator LaFollette) that the proper 
officers of any State imposing a general income tax may, upon 
the request of the Governor thereof, have access to such cor- 
porate returns. The secrecy imposed in the case of individuals 
is in bold contrast to the publicity of returns under the earlier 
Civil War income-tax Acts. 

Every individual with an income exceeding $3,000 during 
the preceding calendar year must file a return on or before 
March 1st under oath or affirmation, with the collector of the 
internal revenue for the district in which he resides or has his 
principal place of business. The only exception is in the case 
of individuals whose income does not exceed $20,000, all of 
which has been derived from corporate dividends or from sources 
where the tax has already been withheld. Neglect or refusal 
to make the returns involves a penalty of from $20 to $1,000, 
and an increase of 50 per cent. in the tax. A false or fraudulent 
return made with intent to evade the tax is punishable with a 
fine not exceeding $2,000, or imprisonment not exceeding one 
year, or both, together with the costs of prosecution. 

Corporations have a choice of two methods. If they file a 
return for the calendar year they are notified of the tax assessed 
against them by June Ist, and the tax must be paid by June 30th. 
If, however, they prefer to file a return for a fiscal year which 
does not coincide with the calendar year, they must pay the tax 
within one hundred and twenty days after the date upon which 
they are required to file a return. Taxes remaining unpaid after 
. the due date and ten days’ additional notice from the collector, 
are increased 5 per cent. with interest added also. Corporations 
neglecting or refusing to make returns at the stated time, or 
making a false return, are liable to a penalty not exceeding 
$10,000. Moreover, in the case of refusal or neglect, the return 
is increased 50 per cent., and in the case of fraud 100 per cent. 
Any officer of a corporation who makes a false or fraudulent 
return is subject to a fine of $2,000 or imprisonment for one year, 
or both. It will be seen, therefore, that the provisions for col- 
lection of the tax are not only ample but rigid. 


VI. Conclusion. 


The income tax law of 1913 is not perfect. It is not in all 
respects well drawn, and there are not a few dark points which 
will require interpretation by the administrative authorities or 
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the courts. Moreover, it contains defects of omission, as well 
as of commission. 

Many of the criticisms urged both before and after the passage 
of the law are indeed not valid. Thus it was maintained that 
if an income tax should be imposed, New York and the other 
wealthier States would be sure to be discriminated against. As a 
matter of fact, there is no discrimination in the present law, 
except that which arises from the fact that New York is wealthier 
than other States, and therefore ought to pay a larger sum. No 
one would think of protesting against the justice of customs 
duties because as a matter of fact so large a proportion is col- 
lected from the port of New York. 

In the same way the charge that the tax is Socialistic can be 
brushed aside. It is true that we now have a graduated scale 
of taxation, but the extremes of graduation are lower than in 
other countries. It is also true that the exemption is placed at 
a figure which may seem excessive. It must be remembered, 
however, that this is, on the whole, in accord with the concep- 
tion of taxation that has long obtained in America. For many 
decades the great mass of State and local revenues has rested 
on the basis of the general property tax; the accepted principle 
of which is to exempt all those who have not accumulated 
property. Now if it is true, as is claimed, that the recipients of 
an income of $3,000 ordinarily spend the greater part of their 
income and lay by little or nothing, the exemption of $3,000 
from an income tax would amount to the usual exemption in- 
volved in the imposition of a general property tax. For if a man 
saves nothing from a $3,000 income, he will not be subject to a 
property tax. Whether or not it is accurate that the recipients 
of $3,000 income ordinarily spend all of it, it is probable that 
with the rising standard of life in this country, much, if any, 
saving is unlikely; and to the extent that this is true, the 
argument for a comparatively high exemption seems to be 
defensible. Those who urge that there should be no exemption 
at all, or a very slight one, forget that they are running counter 
to the whole theory of the general property tax which has hitherto 
been at the basis of American fiscal policy. The $3,000 exemp- 
tion, then, does not involve any serious departure from accepted 
principles of fiscal justice. 

The real defects of the income tax law are entirely different. 
In the first place, no attempt has been made to introduce a 
differentiation of taxation; that is, to distinguish between the 
rate on earned and unearned incomes. This scheme was indeed 
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suggested during the discussion in the shape of a formal amend- 
ment.! But its full import seems to have been misunderstood, 
and in the haste of the elaboration of the Bill, the matter was 
allowed to drop. It must be remembered, indeed, that the 
question of differentiation of taxation was agitated in England 
for half a century; but it is also true that differentiation was 
finally accepted before graduation—the one in 1907, the other 
in 1910. In our present law, on the other hand, the principle 
of graduation has been accepted, but it still remains to introduce 
that of differentiation. It is to be hoped that this will not long 
be delayed.” 

The second defect in the law is the failure to introduce 
proper administrative methods, so far as ordinary business in- 
comes are concerned. The principle of stoppage at source is 
not applicable to most of these. It is well known how England 
has had to struggle with schedule D. Instead, however, of 
utilising the lessons which can be drawn from the English 
experience, the framers of our law have preferred to leave the 
matter alone on the ground that too much must not be attempted 
at once. It remains to be seen whether a simple declaration 
by the taxpayer, even as amended by the Government officials, 
will suffice to prevent a repetition of the enormous frauds and 
evasions which were common to our income tax laws of the Civil 
War period. It is indeed true that the far greater part of the 
tax is to be collected according to the principle of stoppage at 
source; but there seems to be no good reason why such an 
enormous loop-hole should have been left open in the case of 
ordinary business returns. : 

These, however, are the only important criticisms to be urged 
against the law. So far as the stoppage-at-source principle is 
concerned, we have seen that in the main it is not only defensible, 
but constitutes a distinct advance, even though it might have 
been desirable to substitute in part, at least, the information-at- 
source principle. 

Taking it all in all, the law must be pronounced an intelligent 
and well-considered effort. It will need amendments in detail 
to make it completely equitable in principle, and fairly smooth 
in operation. But when we compare it with our preceding ven- 
tures in this field, we may be proud of what has been accom- 


1 By Senator Crawford, approved by Senator Cummins. Congressional Record, 
pp. 4233, 4280, Aug. 27, 29, 1913, 

2 Senator Williams mentioned this as well as other possible improvements in 
a speech beginning : ‘‘ What we are doing with this income tax is a totally different 
thing from what we hope to do some day.’”’ Congressional Record, p. 4189. 
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plished. Indeed, the law may be declared to be in many respects 
superior to any other existing income tax laws. With the 
passage of time, and with the settlement by economic science of 
some of the moot points in the theory of income, it may be 
expected that the law will gradually win its way to public 
recognition. 

Of the wider question involved as to the probable future of 
the federal income tax and its position in the whole field of 
public revenue, this is no place to speak. The gradual develop- 
ment of income taxes in some of our States and the feeling that 
a large revenue from personal property or its income is needed 
by our States and municipalities rather than by our federal 
government, are weighty considerations that must not be over- 
looked. It is interesting to observe that even during the discus- 
sion of the present law the proposal was made that a part of 
the proceeds, at least, be returned to the States. Had not this 
suggestion emanated from a source that was undisguisedly 
opposed to the very idea of a federal income tax, it is not 
impossible that it would have received fuller recognition. What- 
ever the future, however, may have in store as to the interrela- 
tions of federal and State revenue, it is probable that the income 
tax has come to stay. Let us be thankful that it has come in 
such a shape, and let us look forward with hopeful anticipation 
to a future in which the income tax, improved and amended, 
will play its important part in bringing about greater justice in 
American taxation. 

Epwin R. A. SELIGMAN 

Columbia University. 


1 According to the proposition of Senator Dillingham, who presented a joint 
resolution introduced into the Vermont legislature, the entire proceeds were to go 
to the States. Congressional Record, Sept. 8, p. 4881. In Mr. Copley’s scheme for 
a highly graduated tax the surplus only was to go to the States. Ibid. p. 1214. 














REVIEWS 


dusiness Cycles. By Westey Cuair Mitcuennt. (University of 
California Press. 1913. Quarto. Pp. 608. Price $5.) 


PROFESSOR MITCHELL’S massive work—by far the most 
elaborate treatise on the subject that has yet appeared in the 
English language—must command the attention of all students 
of industrial fluctuations. A great quantity of material has been 
brought together in statistical tables and convenient charts. This 
material has been carefully examined and set in relation to the 
more general facts of business history during the last twenty 
years; and on the solid foundation thus prepared Professor 
Mitchell has developed, in the third part of his work, an analysis 
of business cycles in general. I shall endeavour in this review 
to indicate in broad outline the main drift of the author’s 


argument. 
The point of view and the method followed are made clear 
in the following passage :—“‘ Business cycles get their economic 


interest from the changes they produce in the economic well-being 
of the community. This well-being depends upon the production 
and distribution of useful goods. But the industrial and commercial 
processes by which goods are furnished are conducted by business 
men in quest of profits. ‘Thus the changes which affect the com- 
munity’s well-being come, not from the processes which directly 
minister to it, but from the process of making money... . 
Accordingly the conclusion holds that an investigation into the 
ebb and flow of contemporary economic activity must concern 
itself primarily with the phenomena of business traffic—that is, 
of money-making” (p. 26). In accordance with this conception, 
Professor Mitchell, after a short discussion of the economic 
organisation of modern industrial communities and of the annals 
of business from 1890 to 1911, proceeds, in the course of some 
350 pages, to present and comment upon statistical data con- 
cerning the business cycles of 1890-1911 in the United States, 
England, France and Germany. The data have reference to the 
prices of commodities, wages, the rate of interest, the prices of 
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shares, the volume of business, the currency, the condition of 
the banks, saving, investments, profits and bankruptcies. “This 
collection of statistical data has been made on a definite plan. 
Every chapter bears upon the crucial problem of business profits, 
either by dealing with factors which determine profits, like prices 
and the volume of trade; or by dealing with necessary conditions 
of the successful quest of profits, like the currency, banking and 
investment ; or by offering direct gauges of business success and 
failure, like the statistics of profits themselves and of bank- 
ruptcies” (p. 92). 

The statistical part of Professor Mitchell’s work does not lend 
itself to detailed discussion in a review. I will, therefore, merely 
note a few special points :—(1) In his consideration of prices, the 
author suggests that, in times of crisis and in times of intense 
activity, the ordinary published tables probably understate the real 
fluctuations, because “many transactions are made on the basis 
of concessions from or additions to the standard values” (p. 93). 
(2) “The comparison of months shows that producers’ goods 
reached their highest point [of price] earlier in 1907 than con- 
sumers’ goods, and were on the down grade several months before 
the panic broke out. Their decline in 1908 was also greater in 
degree, their recovery began sooner, and proceeded at a faster 
pace” (p. 99). (3) Professor Mitchell believes that “relative 
prices are squeezed together by the pressure of business depression, 
and spring apart when the pressure is relaxed by business activity ” 
(p. 110). All that his mathematical argument seems to prove, 
however, is the obvious fact that the absolute differences prevailing 
among a number of low prices are apt to be less than those 
prevailing among a number of high prices; and the same remark 
applies to his analogous argument about wages (p. 134). 
(4) “The common statement that during periods of depression 
bonds rise while stocks fall requires qualification. Bonds did not 
rise during the dull months January-July, 1901, and stocks did 
rise during the dull months January-September, 1908” (p. 208). 
An interesting account of the needed qualifications is offered. 
(5) “Hard times and unemployment in Britain do not drive 
people [to emigrate] abroad so much as good times and full 
employment elsewhere attract them, or enable their friends who 
have gone before to send back passage-money. In Germany, on 
the contrary, conditions at home appear to be the factor of greatest 
weight. The dull times after 1890 led to an increase in emigra- 
tion; and the return of prosperity led to a decrease” (p. 226). 
(6) The output of pig-iron fluctuates much more widely than that 
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of coal, largely because ‘“‘coal is burned every day a factory runs, 
but pig-iron and its products are bought in much greater amounts 
when factories and railways are striving to increase their equip- 
ment than in duller seasons” (p. 230). (7) The amount of 
investment loans to business enterprises “falls off heavily in 
a long period of depression, and increases rapidly when prosperity 
returns. ... The first year or two of depression may be marked 
by very heavy loans to business enterprises. But most of these 
loans represent the funding of floating debts incurred in the later 
stages of prosperity, rather than the extension of business enter- 
prises” (p. 405). The above sentences are taken from a large 
number of other interesting observations occurring in the course 
of the statistical chapters. 

So far I have spoken only of the first 446 pages of Professor 
Mitchell’s work. The purpose of these pages is to provide sugges- 
tions and materials for attacking the problem of Part III. “This 
problem is to account for the rhythmical alternations of prosperity, 
crisis, and depression which occur in the modern business world” 
(p. 449)—or, in other terms, to provide a descriptive analysis 
of business cycles centred about the prospect of profits. This 
problem, in my judgment, is attacked with much success. Under 
Professor Mitchell’s guidance we watch first the beginnings of 
revival after a period of depression. ‘The business world, forget- 
ting past distresses, thinks better of the prospects of profits. 
This increasing optimism is reflected immediately in the rising 
prices of stocks and in an increase in physical productivity. But 
commodity prices, for some time yet, remain low, and may even 
fall a little, since it costs less per unit of product to produce nearly 
up to the full capacity of a plant than to work at half pressure. 
Soon, however, a critical point is reached, after which extra output 
involves higher prices. Raw materials rise most, then partly 
finished goods, then finished goods at wholesale; while retail 
prices are the steadiest of all. The movement spreads from one 
industry to another as prosperity breeds confidence. “Perhaps 
the buoyancy of a grocer gives a lumber dealer no adequate reason 
for altering his conservative attitude towards the business projects 
upon which he must pass judgment. Yet, in despite of logic, he 
will be the readier to buy if his acquaintances in any line of trade 
have become aggressively confident of the future. The fundamental 
conditions affecting his own business may remain the same, but 
his conduct is altered because he sees the old facts in a new 
emotional perspective” (p. 455). As the boom progresses, in- 
creasing demands for loans and labour raise the discount rate 
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and the rate of wages—the latter in reality even more than in 
appearance, because inferior workmen have to be called into 
employment. These things mean increasing costs and so check 
the profitableness of further expansion. Professor Mitchell speaks 
of them as strains that are, in the end, responsible for the break- 
up of the boom. In arguing thus he ignores the influence of the 
business world’s discovery that some investments have been made 
i an over-sanguine spirit, which, when it occurs, must over- 
throw confidence and foster a downward movement. As regards 
the process of this movement, however, Professor Mitchell's 
guidance is sure. The important part played by the policy of 
the banking system in determining whether or not the corner 
can be turned without the outburst of a monetary panic is 
very clearly brought out : and the development of the depression 
that follows is described as carefully and with the same full know- 
ledge as the budding prosperity from which it emerged, and to 
which, as the clouds of business pessimism disperse, it will 
again return. 

These summary remarks, it need hardly be said, give the 
merest skeleton of Professor Mitchell’s analysis. Hence, though 
I have refrained from certain minor criticisms that might have 
been made, they inevitably do injustice to his work. For the 
great value of this lies in its realism and concreteness—in the fact 
that the skeleton does not appear as a skeleton, but as a being 
of flesh who lives and moves. In displaying him with such vivid- 
ness, force and care, Professor Mitchell has deserved the thanks 
of all economic students. The University of California may be 
congratulated very heartily on the publication of this third volume 


of its Memoirs. 
A. C. Pigou 


Les Crises Industrielles en Angleterre. By MicHEL ToUuGAN- 
BaRANOWSKY. ‘Translated from the second and revised 
Russian edition by Joseph Schapiro. (Paris: Giard and 
Briére. 1913. Pp. 476. 12 francs.) 


Les Crises Périodiques de Surproduction. By ALBERT AFTALION, 
Professor of the Faculty of Law at the University of Lille. 
(Paris: Marcel Riviére. 1913. 2 vols. Pp. 324+418. 
16 francs.) 


It is with some misgiving that one opens a new work on 
commercial crises. One can hardly avoid expecting to find the 
same professed reference to facts followed by the same retreat 
No. 93.—VOL. XXIV G 
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into a maze of superstitious word-weaving—the same determina- 
tion to burrow below mere monetary phenomena followed by the 
same relapse into monetary terms at all critical stages of the 
argument. And in the present instances one is only to a limited 
extent disabused. 

M. Baranowsky’s celebrated history of English crises, first 
published in 1894, has become the starting-point for a whole 
school of German speculation on the subject, so that its appearance 
in a new language, with the narrative brought up to date and 
the theoretical portions revised by the author, is a matter of some 
interest. Yet it must be confessed that there is a certain 
sketchiness about each of the three parts into which the work is 
divided, as well as a certain lack of cohesion between them, which 
in view of the length and solidity of the volume is somewhat 
disappointing. 

The first part consists of a historical review of English crises 
from 1825 to 1907. It contains a mass of information agreeably 
presented, and certain features, especially the relative importance 
on various occasions of domestic and foreign influences, are well 
brought out. In view, however, of the criticism directed in the 
second part against Juglar and other writers for their preoccupa- 
tion with phenomena of circulation and credit, it is rather dis- 
appointing to find that the author’s own narrative deals almost 
exclusively with such phenomena, and that little or no attempt 
is made to discuss the fluctuations of production or consumption. 
It is difficult, moreover, to reconcile the two main inferences which 
he draws from his historical study—the intimate connection of 
crises with the system of capitalistic or “roundabout”’ production, 
and their diminished severity in England as the output of pro- 
duction goods has increased in importance compared with that 
of consumption goods. His contention that the former are pro- 
duced mainly for special order loses much o. its force when we 
consider the (ex hypothesi) large variability of the demands of 
those by whom the special orders are given. 

The third part of the book is also historical, and deals with 
the social reactions of industrial fluctuations. A number of 
different topics, including Chartism, the cotton famine, and the 
Trafalgar Square riots, are discussed in some detail. The main 
upshot would appear to be the tendency to a correspondence 
between the alternations of industrial boom and depression with 
the alternations of purely trade and quasi-revolutionary action on 
the part of the working classes; but in spite of the wealth of 
erudition displayed, the impression conveyed is rather one of a 
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readable series of isolated historical essays than of an illuminating 
study in proper perspective of the complex aspects of the working- 
class movement. The most interesting passage is that in which 
the author points out the weakening in recent years of the old 
correlation between the curves of unemployment and of money 
wages, marriage-rate, pauperism, and other indices of working- 
class prosperity. This he attributes, probably with some justice, 
to the increased power of trade organisations; but it does not 
occur to him to ask whether the stability of money wages, etc., 
thus attained is not dearly paid for by avoidably large fluctuations 
in employment—a question rendered more pertinent by the 
ominous fact to which he draws attention, that the curve of 
criminality rose enormously during the 1908-9 depression. 
Between these two historical studies the author sandwiches his 
theoretical explanation. The first chapter is occupied largely with 
an exposure of the classical doctrine of markets which appears 
to be based on a pure misunderstanding. With a great flourish 
of trumpets, M. Baranowsky announces his “paradoxical” dis- 
covery that, owing to the accumulation of fixed capital, the 
aggregate production in a society may exceed its aggregate revenue 
in consumable goods without a rupture of equilibrium between 
demand in general and supply in general. But there seems no 
reason to believe that the classical school in its most abstracted 
moments was unaware that while the consumable capital annually 
“saved ” is consumed by the makers of the instrumental goods for 
which it is in effect exchanged, these instrumental goods them- 
selves are consumed, i.e., held in use, by the capitalist class ; and 
it seems almost equally difficult to credit that the crowd of honest 
Germans who throng M. Baranowsky’s triumphal car really 
believe that his suggested compromise between the classical and 
the Sismondian laws of markets solves the analytical difficulty. 
It is, however, M. Baranowsky’s own self-satisfaction with his 
discovery which prevents him from attempting to explain further 
the precise nature of that over-investment in the means of pro- 
duction: upon which he rightly insists as the dominant cause of 
modern fluctuations. He is content to assume its reality, and 
to explain its periodicity by the irregularity of the flow of savings 
into permanent investment. During the depression the incomes 
of the salaried and capitalistic classes are allowed to accumulate ; 
but at length “un moment doit arriver” (we are not told when 
or why) when they become restive under their captivity in banks 
and government securities, and force their way into permanent 
investment until they are all exhausted, and the source of the 
G 2 
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demand for instrumental goods having dried up, over-production 
and renewed hoarding result. 

So it 7s all a matter of money, of stocks of gold and structures 
of credit, after all! It is tantalising that M. Baranowsky should 
be so near and yet so far. If only it had struck him that the 
fundamental aspect of the crisis is the failure, not of monetary 
purchasing-power, but of the real savings of consumable goods, 
the needed consistency might have been brought into his work : 
and it might have occurred to him, among other things, that the 
excesses of the boom being due not merely to the automatic 
savings of individual capitalists who cannot think what to do 
with their surplus incomes, but to the genuine uncertainty of the 
future yield of present investment, the disappearance of crises is 
by no means certain under the collectivist régime upon which, in 
conclusion, he pins his faith. Meanwhile, we may be grateful 
to him for his patient research and for his suggestive, if not very 
robust, excursions into abstract reasoning. 

To turn now to M. Aftalion. Like the aged crone in Steven- 
son’s fable, he sings a song as long as years, and it must be 
confessed that the wind sometimes whirls him widdershins on 
the beach. Yet Ido not think any patient reader will deny that 
this is, on the whole, very much the most suggestive and original 
work that has yet appeared on this most important problem. 
M. Aftalion starts well by announcing his intention of eschewing 
vague and miscellaneous narrative and of relying for his results 
upon statistical evidence on the one hand and pure economic 
reasoning on the other. Accordingly, his first three books are 
occupied with a statistical study of the fluctuations respectively 
of prices, incomes and costs, or (inversely) productivity (what the 
late Dr. Pierson would have called labour-price). From this 
study (in which he is a good deal embarrassed by the inadequacy 
of the price-statistics furnished by the French Commission des 
Valeurs de douane) the author draws three main conclusions : 
that the movements of price dictate those of the other phenomena ; 
that these movements, while most persistent in the instrumental 
trades, are apparent also, as a rule, in those consumptive trades 
which are organised for production on a large scale; and that 
the fluctuations in profits are greater and those in costs less than 
the fluctuations in price. 

In the next book M. Aftalion turns to a criticism of current 
theories. He exposes well the sophistries of those who try to 
make their peace with the law of markets by supposing an 
over-production in one industry to be in some manner “generated 
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by repercussion” among the rest. The “under-consumptionists ” 
are demolished ; and the fluctuations in credit and in the volume 
of savings are declared to be the effect and not the cause of 
those in general prices. His criticism of the “savings” theory, 
however, is somewhat confused: while in one place he rebuts 
M. Baranowsky’s contention of the deadly effect of the exhaustion 
of savings by an appeal to the principle that “the source of 
demand for commodities is simply commodities,” he never else- 
where challenges that author’s assumption that raw savings exist 
simply in the form of bank-balances, etc., and not of consumable 
goods. That M. Aftalion’s mind is never clear on this point is 
shown by the naiveté with which he speaks of a purchasing-power 
superior during the depression to the volume (not of consumption, 
but) of production, and by a lamentable chapter in a later book, 
in which he discusses what he calls fonds de subsistances as a 
phenomena quite distinct from épargnes, and makes the curious 
statement that they are deficient at the turning-point of the 
depression and abundant at the moment of the crisis. In his 
discussion of saving, M. Aftalion is already on the outskirts of 
that monetary miasma which, throughout large tracts of the 
second volume, almost wholly conceals his mental processes from 
view. 

This second volume begins with a discussion (supported by 
much statistical evidence of varying novelty and value) of the 
fluctuations of production, which contains some of M. Aftalion’s 
most valuable and distinctive work. He finds that the curve of 
production of fixed capital does not coincide with that of aggregate 
production and general prices, but lags behind it by an interval 
of from one to three years; and he infers that the intense demand 
both for consumable and for fresh instrumental goods is prolonged, 
and the ultimate over-supply (whatever that may be held to mean) 
of both aggravated by the Iength of the period of production, 1.e., 
by the length of time which, under a régime of roundabout produc- 
tion, must elapse before fresh consumable goods can be brought 
in any ‘considerable quantities to the birth. This is, of course, 
in reality an aspect of that doctrine of quasi-rent long familiar to 
English readers ; but it has not, I think, previously been explicitly 
invoked by writers on this subject to explain the periodicity of 
trade fluctuations,, and its importance is manifest. In this con- 
nection, the figures given by M. Aftalion from the Statistique de 
l’ Industrie Minérale of the horse-power of the machinery in use 
in various industries are of considerable interest. 

There remains, however, the difficulty of the shortness of the 
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period of production compared with the length of the trade cycle. 
For example, a study of the English cotton-spinning and ship- 
building trades shows that the period in these trades rarely exceeds 
eighteen months.' M. Aftalion is no doubt right in invoking the 
movement of demand, though he does so in a half-hearted and 
rather confused fashion. His determination to ignore agricultural 
influences, his oblivion of the existence of stocks of real capital 
the proportion of which, directed to investment, may be altered, 
for instance, by some great invention, and above all his haziness 
as to what the revenue or purchasing-power of a society really 
consists in, all prevent him from admitting the probability of large 
fluctuations in demand. The matter cannot be argued at length 
in a review ; but it may be remarked, by the way, that one great 
advantage of M. Aftalion’s theory, an advantage which he does 
not himself appreciate, is to suggest how several successive inde- 
pendent ripples of demand may be made by the period of produc- 
tion to coalesce into the appearance of one long continuous wave. 

In his tenth book, M. Aftalion introduces us to his second 
leading conception. The ultimate consequence of the long period 
of production is a general over-production, in the sense of a general 
lowering of marginal utilities, indicated by a general fall of prices. 
With the vindication of the law of markets only some three or 
four hundred pages back still comparatively fresh in our minds, we 
are at once impelled to ask why anybody should be depressed at 
this, since values in exchange are unaltered and total utilities 
are increased. But M. Aftalion is not to be hurried: in a series 
of chapters of almost unbearable perversity, he first turns upon 
his old ally the law of markets, and proves, with the aid of a 
number of pictures of straight lines, that a surproduction of one 
commodity does not necessarily lead to a sous-production, in the 
sense of an actual decrease of production, of any other—a proposi- 
tion never, so far as I know, maintained by anyone—and then 
discusses the relation of his theory to the quantity theory of 
money. He does not dispute the validity of the latter over long 
periods, but maintains that within the trade cycle its action is 
superseded by the variations in the “intensity of wants” ; though, 
indeed, it does not appear what there is inconsistent with the 
quantity theory in his contention, for the “novelty” of which 
he apologises in many pages of his most persuasive French, that 
other things being equal an increase in the aggregate of produc- 
tion will lead to a fall in the index-number of general prices. 

1M. Aftalion’s grouping of years into periods of large and small production of 


fixed capital seems somewhat arbitrary. The annual figures perhaps indicate a 
shorter period than he is willing to admit. 
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Probably all that he means to express is that the marginal utility 
of money is more constant between boom and depression than that 
of commodities ; but since this is apparently the source of all the 
trouble, it is not clear why he should regard it as either desirable 
or inevitable. The fact is that M. Aftalion in this book succumbs 
almost without a struggle to the natural tendency of Man the 
Producer to regard abundance as in itself an evil. As is so often 
the case, his mental vices are most naked when he relapses into 
poetical expression—to wit, an unfortunate series of metaphors 
in which the flow of commodities is compared successively to 
a swarm of malignant microbes and to the flow of calories by 
which a room is “fatally overheated.” Moreover, the whole argu- 
ment is obscured by a confusion between the demand for money 
in the two senses of the amount of present commodities and the 
amount of future money which will be offered for a unit of com- 
modity—a confusion which leads him to suggest that during the 
depression there is a plethora and not a scarcity of effective cur- 
rency. Only once in this discussion does M. Aftalion emerge into 
full daylight—in an effective criticism of Professor Fisher’s 
elaborate “equation of exchange” as a mere constatation and as 
throwing no light on the initial origin of periodic disturbance. 
But in Book X., chapter viii., he pulls himself together, and 
makes one of his most pregnant and searching suggestions. The 
trouble, it is now suggested, is due not to the mere decline in 
the marginal utility of commodities, but to a rupture of equi- 
librium between their marginal utility and marginal cost of 
production. The six pages in which this theory is presented are 
worth in some ways the whole of the rest of the two volumes. 
They seem in effect to contain in embryo three separate pro- 
positions. (1) Owing to the stability of money-rates of wages 
and interest, the entrepreneur finds his real expenses fall less 
rapidly than his real return. Since industrial policy is in his 
hands, he either, by withholding stocks and maintaining a com- 
paratively high level of prices, imposes a kind of compulsory 
saving ‘upon rentier and workman, or else, by restriction of 
production, succeeds finally in diminishing their real incomes ; 
in either case what seems at first sight a mere transference of 
purchasing power leads, owing to the specialisation of productive 
functions, to a net diminution of consumption. (2) During the 
depression the expenditure of effort, owing to a miscalculation of 
its productivity, is greater than is desirable if—not the total but— 
the net satisfaction derived from commodities is to be as great 
as possible. Now there seems a good deal of reason to suppose 
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that this is true during, at any rate, the latter part of the boom; 
but the loud complaints of want of employment seem to disprove 
the existence during the depression of that high value attached 
to immunity from effort as compared with material wealth which 
the theory requires. It explains why consumption should fall 
off somewhat during the “depression,” but it does not (especially 
when we regard the accumulation of stocks) assist at all in ex- 
plaining the features of depression as we know them: nor, so 
far as one can see, does M. Aftalion, though he suggests it, ever 
explicitly affirm that it does. (3) But finally, and most important, 
a large proportion of the real costs have been already expended 
during the boom, and are, as it were, crystallised in the form 
of fixed capital. The problem of the meaning of over-investment 
is solved : it is simply the failure to secure the equality through 
time of the marginal utility of consumable goods. 

It is not, indeed, clear how definite these propositions are in 
M. Aftalion’s mind. Probably he is too hazy as to the real nature 
of saving and too little aware of the importance of consumption 
instead of price as the ultimate test of prosperity to realise their 
full bearing. Certainly he does not see that the only legitimate 
inference from the third is that all cause for depression is over 
at the end of the period of “prosperity,” and that the “depression ” 
might be a time of roaring prosperity if only everybody would 
work as hard and produce and sell as much as possible. If he 
has an uneasy feeling that this is not true, it is owing to the 
natural instincts of Man the Producer and not to the realisation 
that a heavier indictment can be brought against the law of 
markets than any which he or M. Baranowsky have devised—the 
indictment that it also thinks too much about price, or rather 
about relative values, and too little about those changes in the 
volume of production and consumption which, in accordance with 
varying elasticities of demand, are likely to arise in a régime of 
division of labour from variations in the ratio of exchange. But 
that is another story: at any rate, it is this chapter, taken in 
conjunction with his earlier disquisition on the period of produc- 
tion, which justifies in the eyes of the present writer the claim 
of M. Aftalion’s work to be regarded as the most suggestive 
contribution, except perhaps that of Jevons, ever made to a 
constructive theory of fluctuations. 

But alas! when it is over, M. Aftalion retires into his cloud. 
One piece of argument is worth reproducing at some length. 
Why is it, he asks, that during the depression the slight decrease 
which he detects in aggregate production does not lead to a check 
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in the fall of the index-number of general prices? Well, he 
replies, in the first place, it is only the production of instrumental 
goods that diminishes, and this could not be expected to affect 
the general price-index, which is compiled chiefly from consum- 
able goods. (Has he forgotten already both his contention of 
the exceptionally large fluctuations in the price of instrumental 
goods, and consequently the probability of their large influence 
on the course of any ordinary index-number, and also his assertion 
of the participation of most consumable goods in price-fluctua- 
tions?) Secondly (and in direct contradiction !), the aggregate 
income of society depends in part on the aggregate of goods sold, 
so that the diminution in production pro tanto decreases expend- 
able income and aggravates the fall in price. Thirdly, if it is 
suggested that the reduced expenditure by non-instrumental pro- 
ducers on instrumental goods will leave a larger surplus for 
expenditure on consumable goods and so raise their price, it is 
replied that the demand for consumable goods does not respond 
to this influence, and that owing to the diminution in money 
incomes (which, in view of the increase in non-instrumental 
production, is merely another aspect of that fall of price of which 
it is here invoked as the cause) money will be hoarded—in other 
words, there will be a scarcity, and not (as previously suggested) 
a plethora of available currency. 

But it is never fair to follow a gifted writer into the purlieus 
of his own brain. It is better to conclude by once more thanking 
M. Aftalion for the force and pregnancy of his two idées maitresses 
—the period of production and the rupture of equilibrium between 
effort and result,—to pray for further statistical discussion of the 
former and further analytical development of the latter, and to 
commend him for his reminder to M. Baranowsky and the 
Socialists that it is in capitalism as an economic and not merely 
as a juridical system that the seeds of crises are inherent. 

D. H. RoBertson 


British Budgets, 1887-8 to 1912-13. By BrerNnaRp MALLET, C.B. 
(London : Macmillan & Co. 1913. Pp. xxiv.+511. Price 
12s. net.) 

THE aim of this book is to carry on to our own time the work 
begun by Northcote’s J'wenty Years of Financial Policy, and 
continued to 1886 by Mr. Sydney Buxton’s Finance and Politics. 
The first 350 pages give a convenient account of Goschen’s six 
Budgets, Harcourt’s three, Sir Michael Hicks-Beach’s seven, 
C. 'T. Ritchie’s one, Mr. Austen Chamberlain’s two, Mr. Asquith’s 
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three, and Mr. Lloyd George’s four. The next fifty-eight pages 
give the actual figures of these twenty-six Budgets, and are fol- 
lowed by sixty-two pages modestly entitled “Notes on the 
succeeding Tables.” Then come twenty-four tables, most of which 
give comparative details for the twenty-six-year period. 

We can imagine Mr. Mallet, who now records our births, 
marriages, diseases, and deaths, looking across the quadrangle of 
Somerset House to his old quarters with some regret for his 
former more exciting occupation of tax-gatherer. The most odious 
occupations inspire a certain professional pride in the minds of 
those who follow them, and the art of extracting money by 
compulsory methods has certainly flourished exceedingly in the 
last quarter of a century. In that period the revenue of the 
United Kingdom from taxes in the ordinary sense of the word 
has very nearly doubled, and that does not include the millions 
compulsorily collected from employers for sickness and unemploy- 
ment insurance, which Mr. Mallet suggests may some time be 
found to have shown how to get over the difficulty of collecting 
income-taxes from small income-receivers. 

Table I. (which would, I think, have been much improved 
by distributing the Local Taxation subsidies between their various 
sources) shows how the thing has been done. The observation 
of Swift’s friend that in the arithmetic of the Customs two and 
two did not make four but something less, aided by the prevalent 
objection to taxing necessaries, has prevented the Customs and 
Excise from increasing more than by nearly one-half, but both the 
income-tax and the property-tax which is levied at irregular in- 
tervals and known as the death-duties, have a little more than 
trebled in their yield, providing between them no less than 47 
millions in excess of what they brought in at the beginning of the 
period. Of this sum I gather that about 30 millions is due to the 
changes in rates and graduation which have been introduced. If 
the death-duties had remained unaltered, their yield, instead of 
nearly doubling, would have been nearly stationary since the 
beginning of the present century, the most obvious cause 
being the great depreciation in the capital-value of nearly all 
kinds of property which has taken place in consequence of the 
rise of the current rate of interest. If we may regard that pheno- 
menon as a temporary one, to be followed now by a rise to the 
level of 1898, we may expect to see in the next dozen years 
or sO an enormous rise in the yield of the death-duties above the 
present amount of 25 millions, if the existing rates remain 


unaltered. 
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Where does all the additional money go to? The army and 
navy expense has increased just 40 millions, and the “Social 
Services” expense (Education, Old-age Pensions, Labour Ex- 
changes, and Insurance Commissions) about 30} millions. It 
may perhaps be suggested that the South African War falls 
within the twenty-six-year period and somewhat vitiates the com- 
parison, inasmuch as it was largely financed by borrowing which 
has not yet been repaid ; it does not seem unreasonable, however, 
to regard the extra cost as having been met by the whole of the 
annual redemptions of debt which have taken place in the period, 
including the years before the war, and these very nearly balance it. 

In face of such figures, Mr. Mallet treads delicately, as well 
he may, when he thinks of the various feelings to which they 
give rise in the breasts of different parties. He shows some 
hankering after principles which might command the agreement 
which in a simpler age was apparently obtained by rules of 
thumb like “half from direct and half from indirect taxation.” 
But the day for that is over. No principle will henceforth be 
recognised except that changes should promote the general good 
of the nation, and we cannot expect that to help us much; the 
difficulty lies in the application. The growing conviction that 
international anarchy, every now and then breaking into open war, 
is a stupid survival of barbarism involves a belief that our 72 
millions of military and naval expenditure are “waste,” but that 
is no help at all in the decision of the question whether, as things 
are, the amount ought to be diminished or increased. It is all 
very well to say that the amount of the national revenue and 
the sources from which it is drawn must be determined by a 
comparison of the advantages of different courses, but that does 
not help us much in deciding whether to institute a system of 
State insurance against sickness, or whether to collect the neces- 
sary money for it by a graduated income-tax or by a flat poll-tax. 
In Mr. Mallet’s descriptions of the Budget speeches of the 
Chancellors of the Exchequer and the debates to which they give 
occasion, we see a people slowly feeling its way, and, on the whole, 
making progress, though it does occasionally bump heavily against 
an unexpected obstacle, and sometimes finds itself in a blind alley 
from the end of which it has to return. 

How much expert assistance it gets from its Civil Service is 
not very apparent in Mr. Mallet’s book. The time has not yet 
come when it will cease to be indiscreet to reveal that So-and-So 
when Chancellor of the Exchequer, revered by his own party and 
reviled by the other, was mere clay in the hands of the powerful 














92 THE ECONOMIC JOURNAL [MARCH 


Permanent Secretary of the Treasury, and that Such-an-One, 
being dissatisfied with the Treasury’s inability or unwillingness 
to provide new sources of revenue, sent for Blank of the Inland 
Revenue Board, who devised the scheme henceforth associated 
with Such-an-One’s name, though he, in fact, always misunder- 
stood its main principle. Of the seven Chancellors, Goschen was 
the only expert, and the example which he furnishes is not very 
favourable to the demand sometimes heard, that the office should 
be held by an expert. He was unable to carry out his ideas in 
their entirety, and his half-success in carrying them out confused 
the national finances for nineteen years, and still hopelessly con- 
fuses the finance of the localities. The system by which the expert 
sits unknown and able to attend to his work without the distrac- 
tions caused by popularity and unpopularity seems a good one— 
if only it can be guaranteed that the expert is expert, a point 
on which the present arrangements can scarcely be regarded as 
altogether satisfactory. 

The book will be extremely useful to politicians, and that not 
so much by giving them something to say, as by warning them 
not to give utterance to banalities which are already worn out. 
The student will find the comparative tables an immense aid in 
his researches. 

I notice a few misprints, none worth recording except, on 
p. 415, “Professor Bastable Marshall.” 

EDWIN CANNAN 


Statistics. By the late Str Ropert GirFen, K.C.B., LL.D., 
F.R.S. Edited, with an Introduction, by H. Higgs, C.B., 
and G. U. Yule. (London: Macmillan & Co., 1913. 
Pp. 485. 12s. net.) 


AFTER his retirement from the Board of Trade, in 1897, Giffen 
took up the project of writing a descriptive and explanatory 
handbook on public statistics, and during the years 1898-1900 pro- 
duced the treatise which is here published; but he put the un- 
completed work aside and postponed again and again its continua- 
tion or revision; finally the manuscript was found among his 
papers and has been edited without substantial alteration or any 
attempt to complete it. The book suffers greatly from the want 
of compression, arrangement, and re-writing by the author; but 
his main line of thought is quite clear, and, while the intended 
chapters on technique are only represented by a scrappy discussion 
of tabulation, the principal part, which reviews seventeen branches 
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of statistics successively, is practically complete. The editors are 
to be congratulated on the accomplishment of a difficult and 
laborious task with judgment and success. 

All who knew Giffen, whether personally or only from his 
writings, will be very glad to turn over these pages and recog- 
nise in them all his familiar traits, his turns of expression, and 
his outlook on economic problems; but they will find very little 
that is new to them either in facts or ideas. On the other hand, 
the student of descriptive economics, who has not had such 
opportunities, can derive great benefit from this book if he will 
read it thoughtfully with a modern issue of the Statistical 
Abstract at his hand. Statistical information has been developed 
and improved in many ways since 1900, and several pages, as the 
author wrote them, are no longer applicable ; but essential methods 
are unchanged, there is still need for knowledge and experience 
in drawing true lessons and avoiding mistakes when handling 
official statistics, and perhaps no one has ever had quite so sure 
a touch and so developed a statistical sense in drawing the maxi- 
mum of ascertained fact out of a complexity of imperfect numerical 
data as had Giffen at his best. 

In most chapters some account is given of the discussions 
on economic questions which have been based on the statistics 
described; thus allusion is made to vaccination under death 
statistics, to free trade under imports and exports, to the suffi- 
ciency of the world’s supply of wheat under agriculture, of coal 
under mineral statistics, and so on; bimetallism and the banking- 
reserve also find places. These digressions are fragmentary and 
not always illuminating, but they emphasise in a very significant 
way the importance of statistics to the economic student. 

A useful distinction is made between administrative and socio- 
logical statistics, based on interesting historical accounts of the 
origin and development of various branches of statistics. In fact, 
in most of those cases where statistics reach back for more than 
a generation, they were established simply for purposes of admini- 
stration, ¢.g., so that the Treasury should have material for 
estimates, or that local and detailed official work might be checked ; 
and these records must be continued in the same form. Thus it 
happens, and will happen, that officially compiled information 
very generally does not follow the lines that the economic in- 
vestigator needs, and it is quite important that the divergencies 
should be realised in detail. Unfortunately, though our author 
is full of cautions and suggestions of possibilities of error, he never 
gives any means of measuring the numerical effect of the differ- 











94 THE ECONOMIC JOURNAL [MARCH 


ences between the ideal and actual information. The application 
of statistics, then, remains a matter of judgment, not of scientific 
analysis; that this should be so is completely characteristic of 


Giffen’s work and methods. 
A. L. Bowery 


The Farm Labourer: The History of a Modern Problem. By 
OQ. JocELYN Duntop. (London: Fisher Unwin. 1913. 
Pp. 260.) 


The Land Hunger: Life under Monopoly. Descriptive letters, 
&c., with an Introduction by Mrs. Cobden Unwin and an 
Essay by Mr. Brougham Villiers. (London: Fisher Unwin. 
1913. Pp. 232.) 


The Tyranny of the Countryside. By F. E. Green. (London: 
Fisher Unwin. 1913. Pp. 261.) 


Miss Dunuop’s book makes very attractive reading. The 
style is terse, the matter interesting, and the writer follows 
throughout the excellent plan of giving exact references to the 
authorities from which her statements are derived. The book 
on analysis divides into three parts: conditions before 1815, 
1815 to 1880, present-day problems. The second part (Chaps. 
3 to 5) is, without doubt, the strongest. The writer here draws 
with just liberality on her original authorities, in particular the 
Reports of Committees and Commissioners, concerning the Poor 
Laws, Allotments of Land, and the Employment of Women and 
Children in Agriculture. The tale of the Agricultural Unions in 
the ’seventies is told directly from the contemporary literature, 
from the Labourers’ Union Chronicle, The Times, The Con- 
gregationalist, and Joseph Arch’s Story of His Life. It is 
surprising that, in the earlier portions of her book, Miss Dunlop 
neglects the richest mine of all—the manifold writings of William 
Cobbett. 

“Tf all England had been like Northumberland,” said Mr. 
Tufnell, “this Commission [i.e., on the Employment of Women 
and Children in Agriculture, 1867-9] ought not to have been 
issued”; and throughout her book the writer justly emphasises 
the difference between the North and the South of England. 
The North never had in any degree the curse of Speenhamland. 
Life there was rough and keen, but food was wholesome and 
there was cheap fuel for cooking and warmth and the drying of 
clothes. The problem of a landless labour was solved,” says 
Miss Dunlop of the North, “by higher wages, while still in the 
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South every solution but higher wages was being desperately 
tried.” But was the South altogether to blame? It must not 
be forgotten that the big industrial changes, in particular the 
growth of textile factories, had literally torn asunder the tissues 
of village life in the South. Spinning and weaving, as Cobbett 
pointed out, were dragged northwards by the Lords of the Spin- 
ning Jenny and the Loom; but girls went on being born in the 
South, and were driven to the fields for work which injured them 
and their homes, at the same time that it depressed the wages 
of their men-folk. And there were dark spots, too, in the agri- 
cultural North, of which Miss Dunlop says nothing, particularly 
in those hundreds of little farms on which the hand-loom weavers 
in the ’thirties and ’forties staved off for a time famine and death. 

In the concluding chapters on the modern problem, the writer 
speaks moderately of landlords, recognising, for example, that 
where cottages are good they are generally in the hands of big 
landlords. She is very sanguine as to the possibilities of small 
holdings, and leans rather too fondly on the authority of Dr. Levy. 
But it is the opening chapter of the book which constitutes, to 
our judgment, the most disputable part. She accepts what we 
may call the theory of a cataclysm, a “before” and “after” 
the dividing line of the year 1760. “It was then,” she writes, 
“that economic changes set in, which, with the assistance of 
an ignorant ruling class, transformed a prosperous and vigorous 
peasantry into a mere proletariate, ever on the verge of pauperism.” 
Was the change anything like so catastrophic? It is remarkably 
hard to find proof for this from individual counties or estates. 
Is the writer really satisfied with her evidence to the effect that 
the later enclosures caused depopulation in hundreds of villages? 
She speaks of the old days when the smallholder had a good 
industrial market at his door for meat, fruit, vegetables, and 
dairy produce. But was it not just in these departments of 
agriculture, in the fruit county of Kent, in the dairying county 
of Cheshire, in the orchard districts of the West of England, 
in Devonshire, Essex, and Lancashire, with their adjacent 
industrial population, that the old common cultivation had already 
before 1760 for the most part disappeared ? 

The Land Hunger is a book of a different order. Dedicated 
to Richard Cobden by his daughter, Mrs. Cobden Unwin, it opens 
with an introduction which contains excerpts from the speeches 
of that infallible prophet. Prominent are his views on the Land 
Tax: “Would you believe that the Land Tax, in its origin, 
was nothing but a commutation rent charge to be paid to the 
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State by the landowners, in consideration of the Crown giving 
up all the feudal tenures and services by which they held the 
land? Yes. Exactly 149 years ago [he was speaking in 1841}, 
when the landed aristocracy got possession of the Throne in the 
person of King William, at our glorious revolution, they got 
rid of all the old feudal tenures and services . . . which yielded 
the whole revenue of the State; and besides which the land had 
to find soldiers and maintain them.” History tells a rather 
different tale. The feudal dues were replaced in 1660 by a grant 
of £1,200,000 from Customs and Excise, and they by no means 
represented the whole revenue of the State. When the Land Tax 
was imposed in 1692, personal, as well as real, property was 
intended to pay. But, as on other occasions, personal property 
slipped out, and land came to bear the whole. When Pitt imposed 
his Income Tax in 1798, he did what the authors of the Land 
Tax had failed to do, he imposed a tax which extended alike to 
the rent of land and the profits of industry. Nobody hated 
income tax more than Cobden and his followers. The book 
concludes with an essay by Mr. Brougham Villiers on the 
Remaking of England. In a few pages he finds space for most 
things, for the iniquities of the leasehold system in our towns 
and the tyranny of landlords in the country. Of the things that 
really matter—the fertility of the soil and the welfare of the 
labourer—‘“‘the landlords of England,” says Mr. Villiers, ‘‘ have no 
idea.” “‘Any improvement in our land laws that would enable 
native smallholders to do for us what the Danes are doing now 
would be a gain to the nation at large.” But though peasant 
proprietorship is the corner-stone of the Danish ‘land system, 
Mr. Villiers will have none of it for England; for ‘ownership 
of land implies the power to sell or mortgage, and leaves the 
door open to a revival of landlordism by syndicates or millionaires 
buying up the peasant holdings.” He concludes with a rap for 
Mr. Wedgewood and the single taxers. What Mr. Villiers would 
do on the constructive side, if he were made dictator, is not very 
clear. After breaking the landlords and breaking the big farmers 
and breaking the hunts, he would apparently buy up land through 
the local authorities (taking care not to pay too much for it), and 
then ?—well, we must wait and see. ‘What we want,” he says, 
“is not doctrines, but freedom for the new English life to replace 
the old.” 

Letters from living people in different parts of England and 
Scotland constitute the middle part of the book. Unless the 
writers’ memories have strangely misled them, these letters are 
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evidence of sad features in our rural economy. Look at it as 
we will, the case of the Highland crofters is a tragedy. The 
Crofters’ Act of 1886 and the Pentland Act of 1911 certainly came 
none too soon. The Highlands are losing their population, without 
a doubt. How far this is due to the ruthlessness of landowners 
and how far to wider causes, such as the superior attractions of 
life in the towns and the colonies, is a question which, unfor- 
tunately, cannot be answered by appeal to isolated examples. 
The so-called “constructive” letters from English correspondents 
are not very helpful. One proposes Garden Villages for the 
Million, another a National Land Trust for the purchase of farms 
voluntarily put on the market. A lady, who has been successful 
with goatlings and their milk, is of opinion that, if small experi- 
ments like these were extended through the counties, it would be 
the salvation of England. But we must not close on a note of 
banter. Idealism is a very precious thing to a country. Contact 
with the land excites it as nothing else does. Our quarrel with 
land reformers is rather that they hope for too much from the 
mere destruction of the present system, and underrate the enor- 
mous call which will be made on them, if ever they come into 
power, for technical knowledge and sober scientific organisation. 

Mr. Green’s book is very personal and very eloquent. He 
relates conversations with labourers and others who have suffered 
at the hands of unjust and ungenerous landlords, he has a flaming 
chapter on the Fox and the Hen, and an amusing one on 
Village Politics, from which we extract the following: “Quite 
recently I mentioned Miss Christabel Pankhurst’s disappearance 
to a cottage woman. ‘Who may she be?’ she asked me. They 
may know who Lloyd George is, but Bonar Law they imagine 
to be some Act of Parliament.” Finally, he challenges the Board 
of Trade figures for agricultural earnings. “'The information is 
based entirely on the figures given, not by the labourers, but 
by their employers.” As Pilate said, What is Truth? 

C. R. Fay 


How the Labourer Lives. By S. ROWNTREE and May KENDALL. 
(London: Nelson. 1913. 2s.) 


Tus interesting book contains an introduction describing 
briefly the nature of the rural problem in so far as it is coneerned 
with the agricultural labourer, a short chapter on agricultural 
wages, a long chapter setting out particulars of forty-two 
“budgets” of agricultural labourers and their families, followed by 
a commentary upon the moral to be drawn from them, and a 
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final chapter on “The Labourer’s Outlook.” The first thirty-five 
pages of the book state in a summary form facts which will be 
known to students of official publications, but which it is convenient 
to have brought together and epitomised with the admirable and 
concise lucidity of which Mr. Rowntree long ago showed himself 
a master. The proportion of the population living in rural districts 
fell from 49°8 per cent. in 1851 to 32°1 per cent. in 1881, and from 
32°1 per cent. in 1881 to 21°9 per cent. in 1911. Of the agricul- 
tural workers in England and Wales 70 per cent. are hired 
labourers “having no direct financial interest in the success or 
otherwise of the work in which they are engaged, and only 30 per 
cent. farmers, small-holders, or members of their families.” The 
number of agricultural labourers is diminishing ; between 1881 and 
1901 it fell by 27°7 per cent., partly through immigration into 
towns, partly through actual emigration. (“The number of adult 
male agriculturists who emigrated from Great Britain to non- 
European countries rose from about 9,000 in 1900 to . . . 33,000 
in 1911.”) The results ‘are serious, whether considered from the 
standpoint of national physique or national character,” and “there 
is not the least doubt that the decrease in the number of agricultural 
workers, although partly accounted for by the introduction of 
machinery, means that the soil on many farms is not being ade- 
quately cultivated.” The cause is not the superior attractions of 
the towns, but partly low wages and partly the absence of any 
prospects in the country. The evidence for the first statement is 
given in the short account of agricultural wages contained in 
Chapter II. Applying the standards set out in his book on York, 
with such modifications as are needed in dealing with rural life, 
and using the figures given in Vol. V. of the Report on Earnings 
and Hours of Labour, Mr. Rowntree comes to the conclusion that 
the average earnings in every county except five of England and 
Wales fall below the poverty line. The evidence for the absence 
of prospects (though it is hardly needed) is derived from personal 
inquiries conducted in several hundred villages : “They go because 
there’s nothing here.” 

The most novel part of How the Labourer Lives consists in 
the forty-two “budgets” which the authors have collected. 
Naturally, so small a number can only illustrate facts already 
known or suspected. But they are of great interest as offering 
concrete specimens of the way in which agricultural labourers 


actually live. “Eight families, with an average of 4°6 children, 


have incomes (including perquisites) of less than 15s., averaging 
12s. 3d.; nine families, with an average of 4°3 children, have 
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incomes of 15s. to less than 17s., averaging 15s. 8d.; twelve 
families, with an average of 4°0 children, have incomes of 17s. to 
less than 20s., averaging 18s. 4}d.; and thirteen families, with an 
average of 5°3 children, have incomes of 20s. or over, averaging 
22s. 9d.” Using Professor Atwater’s standard of requirements, 
the authors come to the conclusion that, ‘on the average, the 
forty-two families investigated are receiving not much more than 
three-fourths of the nourishment necessary for the maintenance 
of physical health.” Meat, if consumed, is reserved often only 
for the man; in one household no milk at all was used; and 
fifteen households used only condensed, skimmed, or separated 
milk. The amount spent per week on luxuries (‘“‘everything apart 
from food, household sundries, rent, clothing, medicine, and in- 
surance’) averaged 3d. per person. ‘Do you write to your 
children?” a woman was asked. “No,” was the answer, “we 
can’t afford stamps.” 

If there are any readers of THE ECONOMIC JOURNAL who, like 
the writer of this review, are weak enough to sigh in the midst 
of statistics for faces and voices, they will not be disappointed with 
this little book. For the form in which the budgets are presented 
—facts interspersed with conversation—make them more enter- 
taining than such documents usually are. “Entertaining” is a 
ridiculously inept word. For the picture is terrible and sombre, 
and made more overwhelming by the solemn patience of the 
figures who compose it. One’s mind travels back to the greatest 
record of rural life in history, the Cahiers of 1789. But in these 
pages there is only an occasional glimpse of an attitude which is 
not acquiescence. ‘‘ What was the land sent for, if it wasn’t for 
the people to live off?” “It’s God’s land, ain’t it, not his?” 
“Ah, old man, when you die, you won’t take anything with you, 
only yourself. ... Them that have the least now will have 
the most then. We’ve got Hell here. . . . But I believe Hell’s 
their place what don’t look after the poor.” ‘There will be better 
times even if we don’t see them. Yes, maybe our children will 


see them.” 
R. H. TAwNey 


The World of Labour. By G. D. H. Cone. (London: G. Bell 
and Son. 1913. 5s. net.) 


THis book attempts a new synthesis. It was inevitable that, 
sooner or later, someone would essay the task of restating the 
theory of Socialism in the light of modern Syndicalism. And this 
is really what Mr. Cole does, though the sub-title of the book— 
H 2 
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“a discussion of the present and future of trade unionism ”— 
would probably not prepare the reader for it. Perhaps Mr. Cole’s 
position may be described by calling him a Fabian Socialist who 
has assimilated a good deal of Syndicalist doctrine, and has come 
under the influence of the “Guild Socialism” of The New Age. It 
is not altogether without significance that The World of Labour— 
the most important book on trade unionism since Mr. and Mrs. 
Webb’s Industrial Democracy—should be so different from that 
book in its point of view and its conclusions. 

The book, unlike most books on economic subjects, has a 
frontispiece in the form of an excellent cartoon by Will Dyson, 
showing Mr. Sidney Webb diagnosing the ills of Labour—a 
recumbent figure, evidently in a fright; a number of prominent 
Socialists are grouped round, and in the background is Mr. Bernard 
Shaw looking very much like Mephistopheles. The cartoon, if 
we may say so, is a great addition to the book. Of the book itself 
much could be said; of its merit there is no doubt whatever, 
and even those who are unable to swallow much of the teaching 
will agree that it is a notable contribution to our literature on 
the subject. 

The account which is given of the labour movement in France 
and America and, in less detail, in Italy, Germany, and Sweden, 
is extremely useful, especially the chapter on France, in which 
Mr. Cole traces the rise and present position of Syndicalism. 
When he comes to consider the trade union movement in this 
country he is unsparing in his criticism, and though probably a 
good deal of it is deserved, he does less than justice to the capacity 
of many trade union leaders who might be named. ° The real bone 
of contention with Mr. Cole is that the movement has lost its fight- 
ing spirit and become respectable. “‘ Respectability,” he says, “‘is 
the death of all working-class movements.” On the question of 
trade union structure and government he has undoubtedly a good 
deal to contribute which is of value. Indeed, these chapters are 
the strongest in the book. The possibilities and the limitations 
of the different types of trade unions,—craft, occupational and 
“‘industrial,”—are fully discussed, with reference to the existing 
state of organisation and the circumstances of particular occupa- 
tions. Mr. Cole’s only principle is to urge that form of organisa- 
tion which will best conduce to solidarity, and he recognises the 
futility of laying down for the trade union movement as a whole a 
definite form of organisation. ‘Though favouring amalgamation, 
he admits the difficulties which many unions will meet, and whilst 
laving bare the weaknesses of federation, he recognises that this 
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form of industrial organisation will be needed. From the trade 
union point of view, the suggestions made regarding the organisa- 
tion of lowly skilled labour are excellent. Mr. Cole is no advocate 
of an all-comprehensive union. He seizes on the General Federa- 
tion of Trade Unions as a nucleus of an organisation which shall 
co-ordinate trade union effort and at the same time take over the 
General Labourer Unions, and act as a sort of “clearing house.” 
In the chapter on trade union government, the relations between 
central control and local autonomy are carefully worked out. 
Again, Mr. Cole bears in mind the wide differences which already 
exist from union to union. On these matters trade unionists have 
much to learn from the book. At the same time, one cannot 
help feeling that Mr. Cole hardly does justice to the trade unions, 
probably because he has not had a long enough acquaintance with 
them. He writes with the magnificent intolerance of youth. - 
Most people will agree that a well-organised and efficient trade 
union movement is desirable, and will therefore not be inclined 
to quarrel with the objects of the “Greater Unionism.” The 
revival of the strike weapon, however, will not be viewed with 
pleasure—at least, by the vast majority. Mr. Cole, on the other 
hand, certainly takes a great joy in strikes. “ Let it be understood 
once for all,” he writes, “that the interests of Capital and Labour 
are diametrically opposed, and that although it may be necessary 
for Labour sometimes to acquiesce in ‘ social peace,’ such peace 
is only the lull before the storm” (p. 285). “‘ Social peace’ is 
a sham and a trick” (p. 286). “Industrial peace . . . must 
not be permanent” (p. 288). “If, then, strikes do or can 
succeed” (which he proves), ““what we want is more strikes” 
(p. 402). All this will, of course, be very disquieting to those 
who believe in industrial peace at any price, but it seems certain 
that efforts will be made in the future, not necessarily to increase 
the number of strikes, but to render the strike weapon much 
more effective. 

In the control of industry, Mr. Cole suggests a dual manage- 
ment by the State and the trade unions. The State would own 
the industries, delegating the power to run them to the trade 
unions. “Instead of a pure Government department, represent- 
ing the consumer alone, there must be a joint board, equally 
representative of both parties. This body must be related to 
Parliament much as, say, the Development Commission or the 
Road Board is now related. It must be linked up with Parliament 
and with a Government department ; but it must not be directly 
under a Government department and a Cabinet Minister. 
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Normally, the union must be left to administer its own internal 
affairs, and to execute, by such methods as may seem to it best, 
the orders it receives from the Joint Board, and ultimately from 
Parliament. Parliament and the consumer must control ends, 
while the union looks after means” (pp. 366-7). This gives an 
enormous importance to trade unionism in the future. It seems 
highly probable that the worker must sooner or later exert a strong 
influence over the conditions under which he performs his work, 
and it may well be that in some industries the State will delegate 
the conduct of them to the trade unions, just as in some countries 
State mines are worked by private companies. It does not 
necessarily follow, however, that this form of industrial organisa- 
tion is applicable universally. Just as the organisation and lines 
of development of different trade unions must vary, so the types 
of organisation under which production is carried on must also vary 
from industry to industry, and to apply the same kind of manage- 
ment to all is not likely to be successful. It is, however, not 
necessary either to go the whole way with Mr. Cole, or to reject 
his proposal altogether ; for if there is one thing about which one 
can be certain it is that the society of the future will not conform 
purely to any single ideal. 

The impression one gathers from the book may be expressed in 
terms of which Mr. Cole is himself very fond. He is often right 
in what he affirms and wrong in what he denies. When he deals 
with trade unionism he has much of value to unfold, with which 
it is impossible to disagree in the main; when he deals with the 
State, however, one follows him with hesitation ; for example, when 
he affirms categorically that “the State has no business in 
industry,” there comes the feeling that this has not been thought 
out, but that it is essentially implied in Mr. Cole’s glorification 
of the trade union. Whilst he asserts that the general will of the 
State is but the reflection of the will of its members, it is apparent 
that the general will is to him merely the trade union will. He 
admits, however, in another place that this is not so, when he 
says : “Educated in the unions, the workers must learn to conquer 
the still greater association of which all, men and women alike, are 
members” (p. 411). This sentence means that a section of the 
community (for even if all producers were in Trade Unions it 
would still be a section), representing primarily an economic 
interest, is to control the whole community with its many interests. 
The capture of society by a section is merely “swapping horses,” 
and superseding the privileged capitalist by the privileged trade 
union. The concentration of attention on trade unions leads 
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Mr. Cole to the opinion that “the Syndicalists are right in think- 
ing that the trade unions are the most powerful instruments for 
the education of the people,” which is surely an exaggeration. 

Mr. Cole takes a curious line when discussing economics and 
politics : “The preoccupation of the State with industrial ques- 
tions is a mere phase in its development. . . . Could the control 
of industry be handed over to the producers, and could all profiteer- 
ing be eliminated, the State would be set free to work for the 
deepening of national life, for the realisation of a greater joy 
and a greater individuality ” (p. 410). The first sentence creates 
an entirely erroneous impression as to the extent to which the 
State busies itself in industrial questions, and it by no means 
follows that if industry were run by the producers that the State 
would therefore have no need to interfere in such questions. It 
is conceivable that the State would be more “preoccupied” than 
ever. Further, Mr. Cole points out that “the State cannot be 
more advanced than its citizens”; but handing over the control 
of industry to the producers and eliminating all profiteering will 
not in themselves improve the quality and standard of citizenship, 
which would be necessary if the State were to undertake “the 
deepening of national life.” Mr. Cole also writes of the State 
“being preoccupied with the sordid task of patching up a false 
social truce and concealing the bankruptcy of the national life 
fund” (p. 410); and in illustration he quotes the case of our 
parsimony in education and the fact that we have no Minister 
of Health. It is true that much more money could be spent 
advantageously on both education and public health; the fact 
that we do not spend money generously on these things is, how- 
ever, due neither to “preoccupation ” with “industrial questions ” 
nor to “preoccupation” with a “false social truce,” but rather 
to a variety of complicated factors, including, of course, the 
“profiteering” to which Mr. Cole refers, and its consequences. 
The truth is that Mr. Cole cannot develop his plea for the 
aggrandisement of the trade unions beyond a certain point without 
belittling the State. He has overstepped the mark, and by 
arrogating for the Unions an importance greater than their purely 
industrial function warrants, he has been compelled to go beyond 
some of his own brave words regarding the functions of the State. 

The book concludes with an excellent bibliography, which, 
however, would have been more useful to readers if something 
beyond the author’s name and title had been given, e.g., publisher, 
price, &e. 

The World of Labour is a stimulating book ; it provokes both 
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thought and criticism, and whether the constructive suggestions 
put forward are accepted or not, it must none the less be con- 
sidered the most important book on trade unionism since the 


publication of Industrial Democracy. 
ARTHUR GREENWOOD 


The Industrial Unrest and the Living Wage: Lectures given at 
the Interdenominational Summer School at Swanwick, July, 
1913. With an Introduction by the Rev. Wm. TEMPLE, M.A. 
(London: P. 8. King & Son. 1913. Pp. 182. Price 2s.) 


The Soctal Unrest, its Cause and Solution. By J. Ramsay 
MacponaLD, M.P. (London: T. N. Foulis. 1913. Pp. 119. 
Price 1s.) 


Industrial Unrest and Trade Union Policy. By the Rt. Hon. 
CHARLES Bootu. (London: Macmillan. 1913. Pp. 32. 
Price 2d. and 1s.) 


Ir cannot be said that any of these volumes throw new light 
on the question of “industrial unrest.” Mr. Ramsay Macdonald 
attempts the impossible task of tracing the history of unrest in 
twenty pages, and consequently accomplishes nothing. He devotes 
two chapters to discussing the moral and economic causes of social 


unrest. Amongst the latter he places the fall in real wages and the 
increase in the incomes of the well-to-do. The moral cause to which 
he gives first place is the “idealistic purpose’ which found expres- 
sion in the political labour movement and the growth of Socialistic 
ideas. Mr. Booth, on the other hand, attributes the prevailing 
unrest to “disappointed hopes and the failure af high aims, 
aggravated by the consciousness of strength which cannot make 
itself felt.” Dr. Carlyle, in his paper at the Swanwick Con- 
ference, considered that “‘the immediate cause is to be found, 
primarily, at any rate, in the low rate of wages still common in a 
large part of the field of industry.” He gets nearer the truth, 
however, a few sentences later, when he says: “The real wage 
has fallen. This is without doubt an immediate cause of the 
industrial unrest. If you examine the history of social upheavals, 
you will find that these came, not so much because there was great 
misery, but because progress was arrested and stopped, because 
men felt themselves thrown back. . . . Men in abject misery and 
poverty very rarely revolt, but a man who has achieved something 
and feels himself in danger of losing it—he is the man who rises.” 
The writers do not distinguish clearly between general and 
particular causes, between the relatively permanent factors and 
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the special, immediate causes. There are many points of great 
importance on which no light whatever is thrown. A study of 
the regularly recurring periods of unrest during the past century, 
their points of similarity and their differences would certainly 
be most fruitful. There is also a great need, not only for a detailed 
historical inquiry, but also for an investigation into the social 
and psychological aspects of industrial unrest. 

The writers of the volumes under review are largely concerned 
with means of meeting unrest. Leaving aside a few papers on 
the religious aspect, the Swanwick volume deals mainly with 
wages. Prof. Urwick discusses the standard of life, and Prof. 
Hobhouse the right to a living wage. Mr. George Shann describes 
the effect of the non-living wage upon the individual, the family, 
and the State. Mr. Wicksteed deals very ably with the distinction 
between earnings and income, and between a minimum wage and 
a decent maintenance. Profit sharing and co-partnership in rela- 
tion to the standard of life is discussed by Prof. Macgregor. Miss 
Constance Smith gives an interesting account of wage movements 
in other countries, and Dr. Slater contributes a paper on trade 
unionism and the living wage. The actual working of the Trade 
Boards Act is excellently dealt with by Mr. Mallon, whilst Miss 
Rankin deals critically with the legislative experiments of Australia 
and New Zealand. On the whole, though many hands necessarily 
mean unevenness of quality, the volume is both interesting and 
useful. 

Mr. Charles Booth’s pamphlet is confined to trade union policy. 
His view is that in the past it has been too narrow, aiming “too 
exclusively at amount and method of remuneration.” Though this 
may be admitted, it nevertheless remains true that, under existing 
conditions, wages should be the main plank in the trade union 
programme. Mr. Booth suggests that the trade unions should 
discriminate between employers, who would be classified in “order 
of acceptability.” A certain proportion of the employers—one- 
third is suggested—would be placed on the accepted list; these 
should not be interfered with, except that they might subsequently 
be removed from the list. The trade unions should then concen- 
trate on the remainder of the employers, a plan which, it is urged, 
would not incur “the danger of serious interference with public 
requirements.” This device, without being adopted as the chief 
. policy of the trade unions, might well be used, with modifications, 
as a weapon of offence. With the newer temper in the trade union 
movement, it is doubtful whether any scheme, based on “‘the need 
for fuller recognition of the value of that initiative and control 
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which have to be contributed by employers to industrial success,” 
would be accepted in its entirety. If it were accepted it is hardly 
likely that it would increase the possibilities of “industrial peace.” 
Indeed, if the idea is utilised by the trade unions, it will probably 
be as a deliberate method of industrial warfare, capable of increas- 
ing the number of strikes, without going to great expense. It 
has already been used in this way. Strikes in selected shops, 
whilst rivals are continuing and increasing their business, should 
appeal to “greater unionism.” The policy of discrimination might 
also conceivably be used by trade unions to introduce dissensions 
amongst the “accepted” and “unaccepted ” members of the better 
organised employers’ federations, which would not be able to act 
with unanimity. Mr. Booth’s method, far from yielding the advan- 
tages he anticipates, would, when applied and developed by the 
trade unions, bring, not peace, but a sword. 

Mr. Ramsay Macdonald’s point of view, on the other hand, 
favours increased political action, which will initiate social reforms. 
There are limits, however, to social reform; and the ultimate 
alternatives are Protection, which will inevitably increase exploita- 
tion, and Socialism, which will bring social peace. Mr. Macdonald 
seems here to confuse the ever-present under-current of discontent, 
which is more passive than active, and the periodical unrest which 
is much more active. Mild measures of social reform may palliate 
the former to a small extent, but are hardly likely to prevent 
the latter. To place Protection, which is a fiscal doctrine, with 
Socialism, which Mr. Macdonald calls a “justifying ethic,” as 
alternatives is illogical, and, in any case, Protection, whatever 
its merits, cannot be seriously suggested as a method of preventing 
recurring periods of labour unrest. 

ARTHUR GREENWOOD 


La Classe Ouvriére et les Niveaux de Vie. Recherches sur la 
hierarchie des besoins dans les sociétés industrielles contem- 
poraines. By Maurice Hanpwacus. (Paris: Librairie 
Félix Alcan. Pp. xvii.+495. Price fr. 7°50.) 


Boru in subject and method, this important book is a formid- 
able example of modern sociological research. The author first lays 
a theoretical foundation by outlining his conception of a class 
and its standard of life. For a group of individuals to constitute 
a class, it is essential that class consciousness should exist among 
them. The cause of the development of this consciousness is due 
neither to men’s occupations nor to the size of their incomes, but 
to the interaction of their activities as consumers and producers. 
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The position of any class in the social hierarchy is determined 
by the extent to which its members participate in the activities 
regarded as most important by society as a whole, and the extent 
of this participation represents the standard of life of the class. 
M. Halbwachs then proceeds to examine the composition and 
unity of the working-class, as affected by the part they play 
in production and their habits as consumers. He argues that 
to-day the working class is not split up into separate groups, each 
with a distinct class consciousness arising from a number of 
individuals being engaged in the same locality or industry, or 
in similar work, but is a more or less homogeneous body united 
by the fact that “the workman, from the nature of his work, is 
in contact only with matter and not with men, stands isolated face 
to face with nature, and is in contact with inanimate forces.” 
But though class consciousness has its origin in industrial func- 
tion, it finds expression not in the factory or workshop, but in 
the act of consumption. Tastes and habits are developed the grati- 
fication of which the conditions of employment prevent, and from 
this develops a feeling of solidarity and opposition to other social 
groups. This conclusion as to the dominating importance of 
consumption in the determination of classes leads up to the most 
important and elaborate part of the book, a study of the working 
class as consumers, based upon the two inquiries into German 
family budgets conducted in 1909 by the Imperial Statistical 
Bureau and the Union of Metal-workers. Rejecting the intensive 
method of studying such material made famous by Le Play, 
M. Halbwachs elaborately analyses and rearranges the results 
of the inquiries, and concludes that variations in the proportionate 
and absolute amounts spent on food, clothing, lodging, and 
miscellaneous objects are little affected by the size of the town 
in which a family lives, or by differences in occupation, but are 
mainly due to the size of the family and its total income. In a 
close analysis of the influence of these two factors, much space 
is devoted to investigation and criticism of the four laws of Engels, 
that (1) the higher the income, the smaller the proportion, but 
the greater the absolute amount spent on food ; (2) the proportion 
spent on clothing is always approximately the same ; (3) the pro- 
portion spent on lodging, heating, and lighting is approximately 
the same ; and (4) the higher the income, the greater the propor- 
tion spent on miscellaneous objects. The first and fourth laws 
the author holds to be amply verified by his figures ; the validity 
of the other two he denies. But in any case, the amount spent 
in different ways does not vary smoothly or regularly with changes 
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in the size or income of the family. On the contrary, there are 
sudden variations due mainly to the influence of habit and social 
convention. On the whole, however, the author concludes that 
the working class does not fall into groups having different 
standards of life. An interesting result of the investigation is 
to show the comparatively small amount spent by the German 
working classes upon lodging. This, M. Halbwachs argues, is 
characteristic of the working classes, and is due to the taste for 
family life being little developed among them. It is very doubtful, 
however, whether English experience would yield a similar result 
and conclusion. The book concludes with an analysis of the 
nature of needs, and a discussion of their relative importance. 
Though figures point to an increase of income leading first to the 
satisfaction of the need for food, followed by satisfaction of the 
need for clothing and lodging, the general conclusion is that it 
is not possible to arrange needs according to their importance 
and relative intensity. 

M. Halbwachs’ method of treating his material is statical 
rather than dynamic; that is, instead of treating production and 
consumption as phenomena constantly changing, he seeks to 
reduce the whole system to rest and to study the relations of its 
constituent parts. Mr. Halbwachs tends, consequently, to treat 
as exceptional and abnormal influences which from other points 
of view are of first-rate importance. As he points out himself, 
a class is a psychological phenomenon—the result of realisation 
by a number of individuals of some common bond. Thus any 
method which tends to eliminate the influence of the vagaries and 
inconsistencies of human nature is very liable to put matters in 
wrong perspective, and at times the author has not been able 
to avoid this danger. For example, in considering the productive 
activities of the working class, he has selected as the basis for the 
growth of class consciousness one permanent element in their 
work which distinguishes the working classes from other groups ; 
but in the actual development of class distinctions, the influence 
of locality, industry, and the possession or lack of technical skill 
may be of just as great importance. Another consequence of the 
author’s method is to give an air of unreality to his whole treat- 
ment of working-class consumption. In this respect, at least, the 
intensive method of study can claim a distinct advantage. Finally, 
there is reason to criticise M. Halbwachs’ contention that in con- 
sumption the separation of classes is made manifest. Does not 
the act of consumption, on the contrary, frequently tend to 
eliminate class differences having their origin elsewhere? The 
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author himself supplies several examples of its influence in this 
direction in the case of different working-class groups, and it does 
not seem unreasonable to suppose that in consumption the work- 
ing-class and the bourgeoisie may likewise find a bond of union. 
But criticism of M. Halbwachs’ method and theory do not detract 
from the value of his most lucid and impartial statistical analysis 
of budgets, which is more complete than any modern writer has 
yet attempted. This part of his work alone makes the book an 
important contribution to modern economics. 


W. G. CONSTABLE 


Round About a Pound a Week. By Mrs. PremBer REEVES. 
(London : G. Bell & Sons. 1913. Pp. 231. Price 2s. 6d.) 


TuHIs attractive little book is based on an investigation carried 
out by a committee of the Fabian Women’s Group. The object 
was to study the effect on mother and child of sufficient nourish- 
ment before and after birth, and to this end a selection of 
expectant mothers was made from among the out-patients of a 
lying-in hospital, and visitors were appointed to visit, provide 
nourishment, and watch the effects from three months before 
birth until the child was a year old. It can hardly be supposed 
that there was any doubt in the minds of the Committee that 
the effects, so far as they went, would be a better-nourished child ; 
but from the elaborateness of the investigation we imagine that 
the end in view was the much more difficult one of ascertaining 
how far the children in general of families earning “round about 
a pound a week” are suffering from under-feeding. Hence we 
are furnished in this book, not only with a detailed and 
sympathetic description of the surroundings, living, and daily 
life of a number of families, but also with a number of “budgets ” 
based upon accounts kept by the mothers of the families. The 
salient feature in these budgets is the high proportion of the 
income which is paid in rent—generally as much as one-third, 
sometimes more. It is interesting to compare on this item the 
budgets collected by the Economic Club twenty years ago; in 
the few cases which are comparable the burden of rent seems to 
have become markedly heavier. As against this it is a slight, 
but inadequate, set-off that school fees no longer have to be paid. 

The heavy rent means less money for food, for there is little 
room for economising in other directions. A typical budget, 
omitting food, and consisting of rent, clothing club, boot club, 
burial insurance, coal, gas, wood, cleaning materials, amounts 
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to 13s. 5d. a week, and in none of these items can any saving 
be effected except the burial insurance ; and that is a misdirection 
of expenditure so general that it seems hopeless to try to remedy 
it. ‘Thus the amount left for food varies according to the income 
from 7s. to 12s. a week, and in case of emergency may fall much 
lower. It is the only “elastic” item of expenditure—unless, 
indeed, the rent is allowed to get into arrears—and if the income 
falls, or any unusual call is made upon it, the family must curtail 
its consumption of food. The amount is lamentably small for 
a family with children to maintain ; and yet, at the risk of appear- 
ing unsympathetic, we must express our surprise that so much 
variety is obtainable out of it by a good housekeeper who knows 
the London market. The menus given for the most part show 
meat or fish for dinner every day, and the monotony of breakfast 
and tea is probably mainly due to the ease of providing bread-and- 
butter. The greatest defect from the children’s point of view 
is, of course, the almost total absence of fresh milk, and we are 
struck by the author’s suggestion that it is open to question 
whether the whole milk-supply of England is sufficient to insure 
a quart a day to each English child under five years of age. But 
we must demur to the statement that fruit is an article of 
diet hardly ever seen by children of the poor. It may not have 
happened to enter into the official expenditure of the families 
under review, but it is in the highest degree improbable that 
from the piled-up costers’ barrows which haunt the poorest 
quarters of London no oranges or bananas, apples or dates found 
their way to the mouths of the children. 

On the question of remedies the author is very definite, both 
in rejection and suggestion. Postponement of marriage she will 
not hear of, on the ground that if the man postponed marriage 
till he was thirty, “it is quite certain he would not marry at all.” 
Considering the large number of men who do marry after the 
age of thirty, this statement is somewhat rashly dogmatic. But 
suppose that he were even to wait until he were 25, it would not 
be difficult for him by that time to have laid by £100; and though 
that would not add appreciably to his regular income, it would 
help him through most of the emergencies which arise before 
the children are of an age to earn. But what is more important 
is, that both man and woman should wait to assume the burdens 
of a family until they have some experience by which to guide 
their lives. The wife especially would gain in health by the 
postponement of the child-bearing period for a few years, and 
its consequent curtailment. And, after all, it is considered no 
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hardship that boy and girl marriages are not encouraged in other 
classes of society. 

The remédy put forward with absolute confidence is, that the 
State “must endow every child who needs it with a grant suffi- 
cient to secure it a minimum of health and comfort.” This 
suggestion, coming from a writer with the facts staring her in 
the face, and presented as a sure remedy, is enough to make one 
despair of the philanthropist. For what is the situation described 
in the book? It is that of a small area of crowded streets, 
crammed “fuller than they will hold” of relatively unskilled 
workers tumbling over each other in the search for work. The 
inevitable result is that rents have gone up abnormally high, for 
it is exceptional, even in London, that the unskilled labourer 
should have to pay 8s. a week in rent. ‘To shower down money 
on these people while they remain in their present surroundings 
will not mend matters ; it will only force rents higher still. The 
one remedy is dispersion, which will ease the congested labour 
market and lower rents at the same time. 

That it is over-concentration of the people, even more than 
under-feeding of the children, which is the root of the evil is 
constantly apparent. ‘The very experiment on which the investi- 
gation was based proved it. The babies, who were, we may 
suppose, adequately nourished by the experimenters, did not, 
“in spite of special efforts made on their behalf fulfil their first 
promise. At one year of age their environment had put its 
mark upon them. ‘Though superior to babies of their class who 
had not had special nourishment and care, they were vastly 
inferior to children of a better class.” Of course they were; the 
children in these streets are like overcrowded seedlings, no amount 
of feeding will make them healthy, unless they are planted out 
with proper space to grow in. The author is quite awake to this 
aspect of the question. ‘The London poor are driven to pay one- 
third of their income for dark, damp rooms which are too small 
and too few in houses which are ill-built and overcrowded. And 
above the overcrowding of the house and of the room comes the 
overcrowding of the bed—equally the result of poverty, and equally 
dangerous to health.” 

The chief difficulty lies in the lack of mobility in this class 
of the London poor. They have lost the courage to move even 
so far as across London, to say nothing of migration or emigra- 
tion. The author tells of a man who, having lost a job in 
Lambeth, found another at Finsbury Park, and instead of moving 
walked daily there and back for some time, and then gave up to 
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take another job at a lower wage in Westminster. He had not 
the self-confidence to make a fresh start in another place, where 
rents would probably be much lower. Such lack of enterprise 
would lead to congestion and unemployment in any rank of 
workers. To intervene by endowing each child will do nothing 
to remedy it; it will only intensify the disinclination to move, 
without doing anything to increase the demand for labour or the 
quantity of house room available. The grant to parents who pay 
an excessive rent would not only remove the last possibility of 
their being induced to move; it would inevitably attract other 
parents into the congested districts, to the intensification of the 
present difficulty. Nor can the evil be remedied by multiplying 
the agencies for feeding. Already 40,000 children are fed weekly 
at the schools, without appreciably improving the situation ; and 
it is surely time to turn from the symptoms to the causes of the 
disease. ‘To the school of thought which regards want of money 
as the root of all evil, and grants of money as a panacea for all 


ills, we fear that this is an impossible evolution. 
HELEN BosaNQuET 


The Story of the C.W.S.: The Jubilee History of the Co-operative 
Wholesale Society, Limited, 1863-1913. By Percy REDFERN. 
(The Co-operative Wholesale Society, Limited.) 


TuHIs is a book of considerable and varied interest. It tells 
the story, more fully than it has ever been told before, of the 
great business federation of English co-operative societies. Mr. 
Redfern, who has accomplished his task with signal success, has 
very distinctly brought out in the telling what those who are not 
co-operators are apt to overlook in the Co-operative Movement— 
the romantic interest. I put this interest first because no one 
can hope to understand either the Co-operative Movement or its 
social and economic power who does not realise that behind a 
certain drab and uninteresting exterior it has always possessed 
& curious romance for many co-operators. The doctrines of 
Robert Owen have, contrary to many people’s opinion, very little 
space in co-operation as it has worked itself out to-day, but 
something of his spirit—the spirit that makes a man “one of 
those bores who are the salt of the earth ””—has always animated 
a small band of co-operators who, in each succeeding generation, 
will be found to be responsible for the real progress of co-operation. 
Co-operation is for them at once Religion and Romance, and a 
photograph of a squalid cottage in which some Northern society 
was born forty or fifty years ago is as inspiring to them as would 
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be a photograph of Shakespeare’s house at Stratford or of the 
Mount of Olives to many middle-class persons of cultured or 
religious temperament. 

It is easy to miss the true significance of the history of the 
Co-operative Wholesale Society. Co-operators themselves, and 
authors of serious works on co-operation, are accustomed to insist 
on the fact that a democracy of between two and three million 
working-class consumers have built up in fifty years a business 
which has no parallel in this or any other country. They point out 
that this work is not the work of one or two or three commanding 
geniuses, but of democracy, that the capital has risen from £2,455 
to £8,055,478, sales from £51,857 to £29,732,154, and net profit 
from £267 to £613,007, that the co-operator now produces for 
his own use almost every article of food and clothing, domestic 
utensils and furniture. All this is, of course, substantially true, 
but no one who has any experience of the practical working of 
a society or of the Wholesale Society will doubt that it is only 
a small part of the truth. <A great majority of the co-operative 
democracy would, if it were left to itself, he held together by 
no other bond than the payment of the quarterly dividend. It 
is no slur to say this of hard-working wage-earners, to whom 
the economical spending of every shilling, or even penny, is of 
serious importance. But if the movement had depended upon 
that bond alone, the amazing progress made by it would have 
been impossible. Anyone who reads with his eyes and his mind 
open will see in Mr. Redfern’s pages how from generation to 
generation to a small band of enthusiasts, idealists, “romanticists ” 
has always been due the real progress in welding this federation 
together and the conquest of those tremendous difficulties which 
before 1863 had wrecked at least three Wholesale Societies or 
Depéts and on occasions have been nearer to wrecking the present 
C.W.S. than many persons imagine. 

Mr. Redfern’s book shows very clearly on which sides of 
its development co-operation of consumers may look to find the 
dangerous rocks and reefs. So long as it is content to plod along 
within narrow lines, it is safe; and for its Wholesale the safe 
and narrow lines are confined to buying wholesale and selling 
retail. But the interesting and really important side of the 
English Co-operative Movement is that, always pushed on by 
the small band of ‘‘romanticists,” it has aimed at what used to 
be called the Co-operative Commonwealth. Out of this conception 
have grown the banking and “productive” departments of the 
C.W.S., and it is in these departments that all the real difficulties 
No. 93.—VOL. XXIV. I 
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of its history have centred. There are no more interesting 
chapters in the book than those which deal with the banking 
adventures of the Wholesale. Nothing brought the Society nearer 
to ruin—which would probably have involved a large number of 
retail societies—than the financial experiments of working-class 
amateurs during the years 1872-1880. Mr. Redfern makes rather 
light of the actual losses, but it is easy to see that it was only 
the rapidity with which disaster overtook the very earliest experi- 
ments that taught the experimenters a lesson. It is to be hoped 
that that lesson will never be forgotten by co-operators, because, 
however “‘sound” may be the finances of a democracy of con- 
sumers, that soundness is always liable to special dangers arising 
from democratic control. The working classes were in the early 
*seventies badly bitten with the craze for workers’ co-operative 
societies and companies. All through this movement ran the 
undiluted hope of profit-making. Like nearly all working-class 
ventures, the companies suffered from the fatal disease, want of 
capital, and the promoters turned with hungry eyes to the already 
substantial capital of the C.W.S. and its “Deposit and Loan 
Department.” Many of the promoters were men of influence 
in the co-operative movement, if not members of the C.W.S. 
committee. No words could more effectually damn the way in 
which the finances of the democracy were handled than those 
in which Mr. Redfern attempts mildly to make excuses for what 
happened. “The C.W.S. were members of a democracy. They 
could not harden their hearts like commercial bankers ; they were 
bound to consider the opinions and the sympathies of many.” 
The result was that money was advanced to a nuntber of unsound 
ventures, and subsequently overdrafts allowed in cases in which 
elementary prudence would have shown that cheques should have 
been immediately dishonoured. The promptness with which the 
crash came was wonderfully beneficial. From 1875 to 1880 com- 
pany after company went into liquidation; in three companies 
alone for which Mr. Redfern gives figures the C.W.S. lost 
£39,000. That the Wholesale was hard hit is clearly proved by 
the admission of the chairman in 1881 that “the Wholesale 
Society, at one period of its history not very long ago, was in 
very great straits” and by the fact that the famous Rochdale 
Society, on ‘urgent personal application,” came to its assistance 
with £10,000 “needed to pay accounts.” 

Not much is heard now within the movement of the present 
Banking Department, with its turnover of £150,000,000; atten- 
tion and interest have during the last twenty years been centred 
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in the “productive” departments. The influence of this develop- 
ment on the course of the movement as a whole cannot be over- 
estimated. It has led to the formulation of a definite policy that 
“co-operators should obtain control of the means of production.” 
It has brought the association of working-class consumers face 
to face with and often “up against” the association of working- 
class producers in trade unions. The pages of the Co-operative 
News week by week bear witness to the fact that most of the 
problems and difficulties of co-operation are concerned with pro- 
duction and the relations between themselves and the employees 
in their factories. But few people realise the extent of this 
development within the C.W.S. itself. From 1895 to 1912 the 
net sales rose from £10,141,917 to £29,732,154, an increase of 
193 per cent., but during the same period the value of goods 
produced in the C.W.S. factories rose from £914,048 to 
£7,556,822, an increase of 726 per cent. Outside the United 
Kingdom there is no sort of parallel to this productive develop- 
ment of co-operation. The enormous advance of German indus- 
trial co-operation is often overlooked. For example, if sales be 
taken as an index, the rate of growth of the German Wholesale 
(Grosseinkaufsgesellschaft deutscher Konsumvereine) is consider- 
ably greater than that of the C.W.S. has ever been, for the 
increase in the sales of the German Wholesale during the last 
five years of its existence is 84 per cent. greater than the increase 
in the sales of the English C.W.S. during the corresponding 
period of its development. But whereas the sales of the C.W.S. 
in 1912 were only a little over four times greater than the German 
sales, the value of the productions of the English factories was 
twenty-one times greater than those of the German. A most 
interesting question—and one of obvious importance to the future 
of the Co-operative Movement—is what economic effect this 
extension of manufacturing enterprise has had upon the position 
of the C.W.S.? Unfortunately, co-operative statistics are pre- 
sented in such a form that it is impossible to give any reliable 
answer to the question. Mr. Redfern, in many places and on 
many subjects, shows that he is voicing the opinions, not only 
of himself, but of the present executive: it is a pity that he 
has not given us the official view on this subject, together with 
some of the data on which it is based. 
L. S. Woo.ur 
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Das ésterreichische Staatschuldenwesen von seinen Anfangen bis 
zur Jetztzeit. By Dr. Max Rernirz. (Munich: Duncker 
and Humblot. 1913. Pp. ix. +182.) 


On January Ist, 1913, the special debt of Austria was 
5,158 ,396,373 kronen (£214,933,182). In the book before us 
Dr. Reinitz sketches its growth and development from the era 
of Leopold I., say 1700, to the present time. Though not exten- 
sive, his treatise will hardly be surpassed for its clearness of 
statement and interest of narrative. But then the early history 
of the Austrian Debt has an element of romance about it. That 
Austria fell into debt at all was chiefly the fault of its officials, 
and the burden of a corrupt bureaucracy still weighs heavily on 
the Austria of to-day. The evil commenced by extracting forced 
loans from officials in the shape of caution money, and eventually 
this led to offers of loans being made to the State by would-be 
candidates for administrative posts. In 1701, for instance, no 
less a sum than 250,000 gulden was bid for a position in the 
central financial office of the State. But worse was to follow. 
So great were the needs of the Government and so limited the 
sources of revenue that titles and honours were sold at fixed prices. 
Graf Sigismund Friedrich Khevenhiiller, who was not unknown 
in the diplomatic history of the period, paid 1,000 gulden for 
being made a privy councillor, and a further sum of 400 gulden 
for the confirmation of the same when a new sovereign, Joseph I., 
came to the throne. Quite generally the title of Prince might 
be purchased for 12,000 gulden, that of Graf (Iuord) for 4,500, 
and even the designation ‘‘ Wohlgeboren ” (equivalent to esquire) 
cost 200 gulden. 

A State in straitened circumstances such as these had to have 
recourse to money-lenders. Not only was it indebted to famous 
Jewish financiers, like Samuel Oppenheimer and Wertheimer, 
whom, by the way, it treated with shockingly bad faith, but also 
to the international “bankers” of the time—Brentano, Cimaroli, 
Durazzo, Schreyvogel, and the rest. 

The methods resorted to by Austria for obtaining imide throw 
a lurid light on the general economic situation. Nevertheless, 
as Dr. Reinitz points out, despite the almost public bankruptcy, 
private extravagance proceeded apace. The nobility and gentry 
spent their money on music and pictures, on the theatre and 
balls, rather than lend to an insolvent State. Nor was the 
sovereign himself any less lavish. The court of Leopold I. was 
a worthy forerunner of that of Versailles. The wonder only is 
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that something akin to the Revolution in France did not overtake 
Austria. 

Actual bankruptcy, however, did; its declaration was made 
public on March 15th, 1811. The story is well told in these 
pages. So is that of the foundation of the National Bank in 1816. 
A healthier economic development set in after the first quarter 
of the nineteenth century, and despite critical years (e.g., 1873), 
despite also the heavy mortgages on its soil, Austria is gradually 
recovering. (The question of mortgages on land deserves full treat- 
ment; Dr. Reinitz certainly makes the problem perfectly clear.) 
But though the national debt is still a fairly heavy one, national 
wealth is increasing. On the other hand, though national wealth 
has grown, it is still impossible to float a debt in Austria itself ; 
the major part of subscriptions come from abroad. The political 
consequences of such a condition of affairs are obvious enough. 
Dr. Reinitz, here as throughout his book, has handled the theme 
with conspicuous ability. We have only one suggestion to make. 
It would prove helpful to his reader if, in a subsequent edition, 
he added a note giving the approximate value of the gulden in 
terms of the krone. Students of economic history often find it 
difficult to compare values, and specialists ought to come to their 


assistance. 
M. EPSTEIN 


Die Bodenreform im Lichte des Humanistischen Sozialismus. By 
Dr. HernricH WEHBERG. (Munich: Duncker & Humblot. 
1913. Pp. xiii. +170.) 


Bauernfrage und Agrarreform in Russland. By Dr. K. A. 
WIETH-KNUDSEN. (Munich: Duncker & Humblot. 1913. 
Pp. vi. +260.) 


THESE books are each in their turn very special studies on 
aspects of the land question. The first is largely theoretic; the 
second is descriptive of actual conditions. ‘The first is more 
general ; ‘the second is more exact. Both may be of interest to 
students of agricultural problems on their economic side. 

Dr. Wehberg’s book is merely a reprint of four papers pub- 
lished in 1891, 1892, and 1895, and is intended as a monument 
to celebrate the twenty-fifth anniversary of the foundation of 
the German Land Reform League (1888), of which Wehberg 
was the first President. The programme of the League is set 
forth in the first of the papers, and may be summarised as a 
demand for the abolition of rent, interest, and profit, and for the 
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nationalisation of land. Humanitarian Socialism the author calls 
this, and he mentions ten consequences which would result by 
its adoption. Here are a few : (1) National wealth would increase ; 
(2) capital would not accumulate in private hands ; (3) the produce 
of the soil would tend to be more fruitful; (4) trusts, syndicates, 
and kindred growths would disappear. There is nothing new 
in all this, as students of Socialism will see. But it is presented 
in a readable form, and the remaining essays in the book (Land 
Reform in the light of Free Trade, the Nationalisation of Mines, 
and the Housing Question) merely treat of single aspects of the 
whole. 

Somewhat more useful, certainly more modern, is Dr. Wieth- 
Knudsen’s book, but that, too, will appeal to a limited class. 
Nevertheless, those who do refer to it will find an account of the 
Russian system of land tenure to-day which is reliable and scien- 
tific. ‘That was only to be expected from the work of a high 
official of the International Agricultural Institute in Rome. 
Statisticians, moreover, will welcome the great mass of useful 
matter in the numerous tables with which the book abounds. Dr. 
‘Wieth-Knudsen starts out in his introductory chapter with the 
land and the people, proceeding then to the year 1861, when the 
Russian peasants ceased to be serfs. But the system of land- 
holding continued pretty much as before. Farmers had strips 
assigned them in different fields, and the village community was 
paramount as to methods of cultivation and crops. All this was 
changed by the Agricultural Commission appointed in November, 
1906. Its work resulted in the concentration of land in one man’s 
hand, according to the prevailing fashion of Western Europe. 
The change is clearly indicated in two sketch maps of the same 
village. In the first you may still see the scattered strips; in 
the second you already find, not strips, but fields belonging to 
their several owners. The volume contains besides an excellent 
map of Russia in illustration of the text, and the copious biblio- 
graphy is worthy of all praise. 


M. EPSTEIN 


Die Reichsarbeitslosenversicherung: Zugleich ein Beitrag zur 
Arbeitslosenfrage iiberhaupt. By Dr. Kart KUMPMANN. 
(Pp. 150. Price 3 marks.) 


THE first part of the book is a rapid and somewhat cursory 
survey of unemployment—the nature and amount of unemploy- 
ment; the problem of the work-shy, of the defective in ability, 
and the genuinely unemployed; labour exchanges; relief work, 
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etc. The author is well acquainted with some of the English 
sources of information. Some of the German figures of unemploy- 
ment are analysed. The average unemployment is estimated at 
from 2 per cent. to 3 per cent. of the total number of workpeople. 
Mention is made of the change in the attitude of the trade unions to 
labour exchanges. At first the unions claimed to have their own 
exchanges ; now they would be content with exchanges managed 
by employers and employees in common. The change is due to 
the advance made by employers in securing their own exchanges. 
As in this country, relief work is very much more costly than work 
done under commercial conditions. With regard to labour 
colonies, it is stated that there were in Prussia twenty-three 
colonies, with accommodation for 3,700 persons, at the end of 
1911, and that over 12,000 persons were received into such 
colonies in Germany during the year. 

The second part of the book is a more detailed examination 
of unemployment insurance, especially of the schemes in force 
or suggested in Germany. The author considers that an imperial 
scheme of compulsory insurance must finally be undertaken, but 
that the time is not yet ripe for its establishment ; more adequate 
information as to the incidence of unemployment must be obtained 
and a more extended and developed system of labour exchanges 
must be secured. He suggests that in the meantime provision for 
unemployment should be encouraged (1) by the payment, subject 
to certain conditions, of public subsidies on insurance effected 
through trade unions, (2) by a compulsory scheme of savings for 
unemployment, with contributions from the employer as well as 
the employee, and public subsidy. The second suggestion may 
seem a little fantastic to English readers, but such a project has 
been discussed in Germany from time to time. I should not think, 
however, that there is much likelihood that a scheme of this kind 
will be adopted by the Imperial Government. 

I. G. GIBBON 


La Navigazione dal punto di vista economico. By CAMILLO 
Supino. Third edition. (Milan: Ulrico Hoepli. 1913. 
Pp. xi. + 450.) 


Tuts treatise is based on Professor Supino’s researches in the 
publications of four languages, together with his own experience 
as a member of the Consiglio superiore della Marina Mercantile. 
As an economic study the book is interesting not only to the 
specialist in questions of navigation. The shipping trade of the 
world is one of the few spheres in which can still be seen the 
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working of free competition in its most complete form, with its 
effects on the costs and profits and organisation of the industry. 
Freight charges by sea, unlike other payments for transport, 
fluctuate constantly, in response to the continuous variations in 
the supply of goods and demand for shipping. Signor Supino 
gives some striking illustrations of this interplay of supply and 
demand. Thus in 1896 an abnormal harvest tripled the cost of 
carriage of corn from Odessa to the North Sea ports; the crisis 
of 1907 drove down freights for Argentine corn to Europe from 
30s. to 7s. 6d.; and after the South African war corn freights 
between San Francisco and Europe fell abruptly from 45s. to 
10s. The modern economist in search of illustrations of price 
fluctuations under unlimited competition in varying markets and 
periods can readily find them at sea. And he is likely to continue 
to do so, according to Signor Supino. For despite shipping trusts 
and rings, the mere fact that ocean carriage is international in 
character seems to forbid any complete organisation of the in- 
dustry. “Tramps” and independent ships have this advantage 
over liners. They can wait for short periods till demand is ripe 
for their services, while the liner bound to fixed dates may have 
to start with only half a cargo. This advantage of the unor- 
ganised trader and the impossibility of perpetuating a monopoly 
on a large scale in waters open to the competition of shipowners 
of every nation, may save the consumer from fears about the 
dominance of shipping trusts. Until the recent trade boom, 
freights as a whole had steadily fallen, and with the expansion 
of shipbuilding they are likely soon to do so again. 

Signor Supino records the process of the stipersession of 
sailing-ships by steamers, with explanations of the survival of 
the former, and of the partial competition between the two types 
of transport; he describes the influence on shipping of good 
harbours and of inland waterways. After his discussion of com- 
petition and combination among shipowners and their effect on 
freights, his most interesting chapters deal with bounties and 
their results. As an economist and a citizen of a country directly 
interested in shipping subsidies, he draws the conclusion of the 
orthodox free trader that such intervention by the State is bad. 
Shipbuilding in France, Italy, and Austria, he says, has either 
not been stimulated or has been over-stimulated by bounties, 
which, in defiance of first principles, have steadily increased. 
Where subsidies to shipowners are granted according to distance 
covered and freights carried, it is hardly possible to avoid fraud or 
the encouragement of the less progressive forms of shipping. Let 
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the State, he concludes, foster shipping, not by granting bounties, 
but by such means as remitting harbour dues. This question, and 
all other problems of the shipping industry, intimately concern 
Italy, with her growing trade and her streams of emigrants. She 
must wake up to feel that her future is on the sea. 

The author writes of crews chiefly as an item in the cost of 
freights. It would make -his comprehensive treatise more com- 
plete if he could give more space to the personnel of the ships 
which he describes at such length, with some statement as to 
methods of recruiting for the merchant service, and, e.g., the 
comparative value of white and coloured labour at sea. 

On page 129 we are told that nine-tenths of British exports 
consist of coal. By referring to page 260 we discover that the 
author is writing of the weight, not the value, of our exports. 


But the phrase, as it stands, is misleading. 
C. V. BUTLER 


Outlines of Railway Economics. By Doucias Knoop, M.A. 
(London: Macmillan. 1913. Pp. 274.) 


THis book represents a new departure. It is primarily an 
elementary text-book of economics, in which the illustrations have 
been drawn from railways, instead of agriculture or some other 
branch of industry and commerce. It is to be hoped that this 
will attract many students of railway questions to acquire some 
knowledge of the principles and terms used by scientific 
economists. 

The book is throughout lucid and clear, and when Mr. Knoop 
is dealing with general economics he is treading on ground he 
knows well. With railway matters Mr. Knoop seems less con- 
versant. He is not always accurate, and frequently his statements 
are inadequate. 

On p. 73 he writes : “Government duty does not vary directly 
as the traffic.” The actual position is that Government duty varies 
directly with the receipts from those classes of passenger fares 
where the corresponding ordinary single fare is more than 1d. per 
mile. It-is incorrect then to conclude that the burden per unit of 
traffic should diminish as the traffic increases. Then on p. 207 Mr. 
Knoop says : “The cost of performing the service appears to be the 
chief consideration influencing station terminals.” The truth is 
that station terminals are mainly a rent for the use of the station. 
It is arguable that they cover such services as placing wagons in 
position for unloading, invoicing, &c., but these are minor and not 
chief considerations. 
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On p. 196 Mr. Knoop makes what seems a wholly undeserved 
reflection on the work of Parliament. “The statutory classifica- 
tion,” he writes, “is far from being complete.” At the time it 
was drawn up it was as complete as the combined efforts of Board 
of Trade and railway officials, assisted by representatives of com- 
merce and industry, could make it. Provision was even made 
for any article not enumerated. The statutory classification 
cannot fairly be described as incomplete because it failed to 
enumerate such modern inventions as typewriters and piano- 
players. 

On p. 109 the following remarkable statement occurs :—“It 
is an accepted principle of railway working that where traffic is 
‘local’ to one company, no other company shall carry the traffic 
part of its way at the local rates.” This is a wholly misleading 
statement of the understanding which exists between the leading 
railway companies in regard to unconsigned traffic and through 
booking arrangements. The understanding that exists rests on 
no legal foundation, and is merely a convenient arrangement to 
avoid a particular kind of competition. 

Again, a claim is made that the steadiness of railway charges 
makes the problem of prices, so far as railways are concerned, 
simpler than it is in many other industries. As a_ practical 
railway man, the writer of this review has always considered that 
the difficulty of adjusting railway prices added enormously to the 
complexity of the problem. The ability to adjust an error quickly 
surely cannot make the price problem more difficult for other 
industries. 

In dealing with rates and charges, there is a distinct tendency 
on Mr. Knoop’s part to confuse the rates actually charged and the 
statutory maxima. Altogether, one is left with the impression 
that Mr. Knoop has been rather venturesome in publishing his 
book before he had obtained. a more thorough knowledge of 


railway problems. 
W. TETLEY STEPHENSON 


The Evolution of German Banking. By Leopotp JosEPH. 
(London: C. & E. Layton. 1913. Pp. 124. Price 3s. 6d. 


net.) 


Tus small book is the outcome of a series of lectures delivered 
by the author at the London School of Economics, and, although 
well-written, a perusal of it at once reveals the fact that the work 
has suffered by over-condensation. 
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The first part of the book deals more with the economic 
development of Germany than with actual banking, and the 
reader is given no more than a hazy glimpse of the position of 
German industry and finance. Special emphasis is laid on the 
fact that German bank shares are issued in the form of bearer 
certificates : there is no uncalled liability, and the shares are in 
consequence more popular with the general public, since, in 
Mr. Joseph’s opinion, the capital thus supplied is of an im- 
personal character, and the limited liability has for effect the 
“democratising and stabilising of capitalisation.” 

Chapter 2 is little more than a summary concerning German 
land banks, mortgage banks, co-operative societies, and savings 
banks, and, although the subject-matter is interesting enough as 
far as it goes, the examination of the methods is too superficial 
to be of any real value to the student of the important question 
of credit facilities for the masses. 

In describing the constitution and operations of the Reichsbank 
and the Seehandlung, the author appears to be more in his natural 
sphere, and has managed to give in a very few pages a good deal 
of useful information on the Banks’ connection with the money 
market. 

In Germany, as in England, there is a general complaint that 
the sole gold reserve of the country is kept by the Central Bank. 
The Reichbank’s gold, to all intents and purposes, serves, not 
only as a cover for its own note-issue and deposits, but also for 
the deposits of all the other banks, and various proposals are 
constantly under discussion to remedy this state of affairs. 

As is well-known to economists, the Reichsbank is permitted 
to issue notes to an unlimited extent, and as cover for the notes 
in circulation, the Bank is compelled to hold at least one-third 
in German gold coins, notes issued by the Government, bar gold 
or foreign gold coins, and the remaining two-thirds in discounted 
bills or cheques of a specific description. As a precautionary 
measure, however, to check the circulation in excess of the 
amount covered by gold and cash, an interest tax of 5 per cent. 
per annum, chargeable for at least one week, is imposed on the 
amount of notes exceeding an authorized issue of 27} millions 
sterling, and this, it is said, acts as a safeguard. But from an 
economic point of view, this duty imposed by the Government is 
a clumsy device : it is obviously always open to the Reichsbank 
to pay the tax, increase the circulation, and then recoup the cost 
from its discounting clients. In these circumstances the imposi- 
tion of the 5 per cent. is no deterrent to an excess note-issue. 
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It is interesting to note that one method by which the 
Reichsbank protects its gold reserve is by the sale of its holdings 
of foreign bills. Unlike the Bank of England, which does not 
include foreign bills in its portfolio, the Reichsbank, for practical 
reasons, makes a point of investing in such paper, and in December, 
1912, she held over £2,000,000 in foreign bills ‘on England, 
America, Belgium, France, and other countries. 

The concluding chapter on Grossbanken is instructive, as 
showing that the industrial development of Germany is due 
as much to the banking influence as to the efforts of the 
leaders of industry, and the author is plainly of opinion 
that the presence of commercial men on the directorates of the 
banks, while exercising a beneficial effect on the commerce and 
industry of the country, is at the same time profitable from the 
banker’s point of view. But I believe it is a question whether 
Germany, in permitting her banks to engage with extraordinary 
activity in various industrial enterprises, is not creating a 
dangerous situation from which she will one day suffer. 

WILLIAM F. SPALDING 


Business Organisation and Combination. By Lewis H. Haney, 


Ph.D. (New York: The Macmillan Co. 1913. Pp. 
xiv. +483. 8s. 6d. net.) 


Dr. Haney has written a book that is intended primarily 
for use in American colleges and universities, though he has kept 
in mind also the interests of the business man and of the general 
reader. After considering the various forms under which business 
may be organised and the different ways in which firms can com- 
bine, the author discusses the causes of the “trust problem.” 
He shows that the various abuses connected with combinations 
fall into two classes, those associated with the formation and 
management of “corporations” (or companies as we should say) 
as such, and those associated with the monopolistic powers 
wielded by many large concerns. The former abuses are fostered 
by the very lax “corporation” laws, the latter by tariffs, patent 
laws, and laws on the restraint of trade. The primary cause 
of all abuses, however, is said to be the low moral tone of 
American business men. At the end of the book various remedies 
are suggested for dealing with the existing abuses. 

When an English reader picks up an American book dealing 
with combinations and trusts, he cannot refrain from asking 
himself why is there a “trust problem” in the United States, 
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whereas at home there is no similar problem? Dr. Haney’s 
book does not provide the answer to the question, largely because 
there is little or no comparative treatment of the subject. There 
is only an occasional reference to English and German conditions, 
and one, at least, of these does not seem accurate, viz., the state- 
ment (p. 73) that unincorporated joint stock companies are 
common in England. No special attention is devoted to the 
question whether there are conditions existing in the United 
States, but unknown in Europe, which either cause, or in any 
case aggravate, the trust problem. How far, for example, is 
the American Constitution, which permits of great multiplicity 
of State and Federal legislation dealing with corporations, re- 
sponsible for the existing state of affairs? 

Arising out of the emphasis laid by the author on the standard 
of business morality, it would be interesting to learn why this 
is so low in America, and how it compares with that in European 
countries. 

Dovuctas Knoop 


The Franco-German War Indemnity and its Economic Results. 
By Horace HANnpLey O’FaRRELL, with an Introduction by 
Viscount Esher, G.C.B., G.C.V.O. (London: Harrison and 
Sons. 1913. Pp. x. +80.) 


In the world of movements, professions of a readiness to hear 
the other side of the case are more often made than justified. 
But the Garton Foundation, the body whose purpose it is to 
bring Mr. Norman Angell’s views before the public mind, has 
fairly made good its claim to be concerned primarily with a 
disinterested search for truth. Its publication of Mr. O’Farrell’s 
essay on the Franco-German War Indemnity is the latest evidence 
of the genuineness of its attitude. Mr. Norman Angell, as is well 
known, has sought to prove that Germany derived no real advan- 
tage from the huge indemnity which she exacted forty years ago 
from France. This argument Mr. O’Farrell subjects to a critical 
exarhination, and, as Viscount Esher observes in the most definite 
sentence of a discreet introduction, “his conclusions on the specific 
point are not in agreement with those of Norman Angell.” Mr. 
O’Farrell, in fact, finds Mr. Angell’s argument to be an in- 
stance of the “post hoc, ergo propter hoc” fallacy. It is based 
on the statement that “the decade from 1870-1880 was in France 
a great recuperative period, and for Germany, after a boom in 1872, 
one of great depression.” This depression Mr. Angell attributes to 
the embarrassing results of the receipt of the indemnity. Mr. 
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O’Farrell, after demurring to the justice of the antithesis, shows 
that the depression was not confined to Germany, but “was 
world-wide in its sweep”; that it had its cause in a preceding 
period of over-production and consequent speculation; that it 
had its origin in events in no way connected with the Franco- 
German War, viz., the failure of the Bank of Vienna in June, 
1873, and the crash in the United States later in the same year ; 
and that there were reasons (the large quantity of German invest- 
ments in the United States, while French capital was invested 
almost entirely in domestic industry) why such a crisis should 
have affected Germany more seriously than France. “It seems, 
therefore, plainly incorrect to regard the disasters in Germany 
as entirely, or even mainly, due to the receipt of the French 
indemnity.” 

So much for the alleged disadvantages of the indemnity. On 
the question of its positive advantage, Mr. O'Farrell takes a 
moderate view. He considers it a mistake—another careless 
historical deduction—to attribute to the indemnity the great 
development of German industry since 1879; though he appears 
to think that that development has been much assisted by certain 
other results of the Franco-German War—by the security and 
confidence which it has given to the German people. But the 
indemnity itself was none the less “a considerable benefit,” 
because, in the words which the author quotes with approval from 
Serrigay, it “permitted Germany to effect a greatly needed 
monetary reform, and to increase during a long period its military 
power, without putting any serious strain on the masses of its 
population.” It is perhaps something of an anti-climax when 
Mr. O’Farrell concludes, like Lord Esher, with a cautious double- 
negative, that it is ‘“‘not impossible” “in certain circumstances” 
for a nation to make a profit by the exaction of an indemnity 
from a defeated foe. 

But at this point Mr. O’Farrell turns round, and emphatically 
declares that these circumstances “must always be very excep- 
tional.” Three conditions are necessary. The defeated nation 
must be very rich. Its defeat must have been crushing’ and 
complete. And the war must have been of short duration. These 
conditions were all fulfilled in the case of the Franco-German 
War; they are unlikely all to be fulfilled again. An indemnity 
is not, as Mr. Angell’s critics would have it, just the same as an 
ordinary loan, only without interest and without need of repay- 
ment. The productive resources of the defeated country have 
been injured, and this causes ‘‘a reverberatory shock” from which 
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the victorious country suffers. For an indemnity to be “remunera- 
tive in the case of a struggle of even moderate duration between 
modern communities tolerably equally matched in point of military 
strength, the ransom would have ultimately to be fixed so high 
that it would trench upon the capital of the conquered nation, 
and the difficulties of compelling payments, as well as the shock 
to international credit, would be enormously increased.”” Whether 
or not these considerations possess the importance which Mr. 
O’Farrell attaches to them, few people will care to dispute his 
final conclusion that “when other motives have ceased to impel 
the nations to war, the desire for loot and ransom will have long 
been inoperative as a stimulant to military enterprises.” 

Mr. O’Farrell’s work is excellently done. In somewhat diffi- 
cult circumstances he succeeds in preserving an eminently judicial 
tone. He has spared no pains in the collection of material, which 
he handles with judgment as well as impartiality. His statistical 
analyses will form, as he himself ventures to hope, a valuable 


contribution to knowledge “apart from all matters of controversy.” 
H. D. HENDERSON 


The Origin of Property and the Formation of the Village 
Community. By Jan St. Lewinski. (London: Constable, 
1918. Pp. xi.+71. 38. 6d. net.) 

In this little book, Mr. Lewinski aims at investigating the 
large and complex question of the origin of property and the 
formation of the village community. In doing so, he accepts 
as his chief basis the latest Russian researches dealing with 
primitive forms of property. A very keen interest has lately 
been felt in Russia in the study of the evolution of communities, 
and a whole series of learned works on the subject have 
been published—works founded on hitherto unknown material. 
This fresh material, consisting chiefly of observations of ethno- 
graphers and officials working at statistics, as well as the results 
of investigations made and published by the Government, supply 
information as to the “living history” of communities in so far 
as they still exist in remote Russian districts, more especially in 
Siberia. This material enables us to observe the different stages 
through which nomads had to pass before they settled down as 
agriculturists and all the corresponding changes in the conditions 
connected with rural economy. It goes without saying that this 
new material, besides throwing new light on the origin of com- 
munities in Russia, is also interesting from a sociological point 
of view. ‘The investigation of this material has been recently 
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gone into by the Russian economists—Kaufman, Kachorowski, 
etc.—as well as by the historian, Pavlov-Silvanski. 

In presenting these results to the English public, Mr. Lewinski 
largely avails himself of the publications of these writers, and 
this certainly deserves commendation. But we cannot help point- 
ing out that it was a mistake to study only the recent Russian 
publications on the subject without considering the previous 
literature. The researches of Russian scholars in the course of 
the last fifty years contain abundant historical, juridical, and 
ethnographical materials. For the elucidation of the problem 
Mr. Lewinski only cursorily mentions Chicherin and Beliaeff, 
wrongly connecting the two (p. 69), and does not evince any 
knowledge of the publications of Sergeyevitch, Efimenko, 
Bogoslowski, Sokolowski, Vladimirski-Budanoff, Tranoff, and 
others. The author has seemingly been much influenced by the 
economist Kaufman, who, in working on “live” material, treats 
historical evidence with great scepticism and even confesses to 
a kind of historical agnosticism. But Mr. Lewinski, who occa- 
sionally refers in his little book to Germanic and Old English 
antiquities, should not have let the evidence of ancient Russia 
escape his notice. After all, the application of the comparative 
method is commendable only when historical perspective is being 
observed. As a votary of the individualistic conception of primit- 
tive property, the author attaches an exceptional importance to 
the right of free occupation. Apart from the fact that limitations 
to such free occupation have necessarily to be imposed, it is 
scarcely possible to deduce from it the right of private property. 
In that respect the well-known investigator of Russian feudalism, 
Pavlov-Silvanski, represents a rather extreme view. If the author 
of the book we are now considering had been familiar with the 
publications of other Russian historians, he would have had to 
reckon with serious arguments in the opposite directions. Mr. 
Lewinski, who likes to refer to the literature of Western Europe 
(though those references are not infrequently of a casual kind), 
should bear in mind the opinion of Professor Vinogradoff on the 
subject :—“The communalistic origin of property in land has 
been lately much contested. But in so far as agriculture is 
historically developed out of pastoral husbandry, there seems to 
be hardly anything more certain in the domain of archaic law 
than the theory that the soil was originally owned by groups and 
not by individuals, and that its individual appropriation is the 
result of a slow process of development” (The Growth of the 
Manor, p. 18). 
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The weakest part of Mr. Lewinski’s work lies in his general 
conclusions concerning the process of the formation of property, 
which he deduces from the following four elements :—(1) The 
economic principle; (2) The principle of numerical strength; 
(3) The growth of population ; (4) The relation of nature to human 
wants. Both the scheme and the arguments in favour of it are 
far from convincing. The author’s reasoning, though pretentious, 
is not infrequently naive, nor does he succeed in squeezing the 
evidence into the frame of his artificial scheme. The little book 
has, however, the merit of bringing to the notice of English 
readers some interesting facts of Russian agrarian development. 

EK. Borozp1n 


No. 93.—VvoL. XXIV. 














NOTES AND MEMORANDA 


Tur NEw BANKING MEASURE IN THE UNITED STATES. 


THE Federal Reserve Act, approved by President Wilson on 
December 23rd, 1913, is the outcome of a campaign for banking 
reform waged vigorously since 1907, and intermittently for a 
much longer time. 

The crying scandal of American banking has been its inability 
to meet successfully the stress of business crises. In 1873, in 
1893, and again in 1907, the banks refused loans to solvent 
business men on any terms, and limited or even suspended cash 
payments to depositors and correspondents. As a result, these 
crises degenerated into destructive panics. The painful contrast 
between the weakness of the American banking system on such 
occasions, and the strength shown by the English, German, 
French, and Canadian systems, suggested that the proper 
remedy was to reorganise the American system on foreign lines. 
But serious difficulties stood in the way of such proposals. The 
plan of establishing a great central bank aroused popular fear 
of a “money trust” controlled by ‘Wall Street.” No method 
of ownership or control, and no limitation of powers or profits 
that was devised, could allay this distrust. Similarly, the idea 
of branch banking on the Canadian model was'a bogey to the 
public in general, and to the country bankers in particular. 
The latter were most unwilling to be exposed to the danger of 
being swallowed up, as the local English bankers have been by a 
few metropolitan institutions. 

In a measure, expert opinion sustained the objection to both 
of these remedies. It was gravely doubted whether a central 
institution like the Reichsbank could control credit inflation 
during periods of prosperity, or could judge expertly of com- 
mercial paper coming from all parts of so large a country. Cer- 
tainly its efforts would be gravely hampered unless branch 
banking came in with the central bank. But the American 
system of thousands of small independent banks has merits which 
no impartial judge would willingly sacrifice. For this system 
permits a close adaptation of banking to the needs of every 
community and of every type of business. In the large cities 
national banks, trust companies, state banks, private banks, and 
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savings banks exist side by side, each kind of bank specialising 
in certain fields, and each kind competing with other kinds for 
overlapping types of business. In the small towns and country 
districts, where there is not enough banking business to permit 
of specialisation, that kind of bank is set up which best meets 
with the local needs. Moreover, it is a great advantage that 
most of the banks are owned and managed by local men. While 
some of the States permit branch banking, and while there are 
some “chain banks,” still the vast majority of the 26,000 banking 
institutions are independent business enterprises.' The carefully 
trained man sent out from a central office in London or Montreal 
to manage a distant branch has more technical skill than the 
average country banker in the United States; but the American 
is in closer touch with his customers. Many people in the 
community have a business or personal interest in the bank, 
and these ties are advantageous both to the community and to 
the bank. 

Now the Federal Reserve Act seeks to retain these great, 
though unobtrusive, advantages of flexibility and local interest 
while securing the advantages of combined action in meeting 
strains. It centralises reserves, it makes the currency elastic, 
and it provides for rediscounting of commercial paper; but it 
does not set up a central bank or remove the present restrictions 
upon branch banking. Accordingly, as reorganised under the 
new Act, the American banking system will still differ from all 
the great foreign systems. 

Of the machinery erected by the Federal Reserve Act, the 
essential feature is the Federal Reserve Banks. An organisa- 
tion committee, composed of the Secretary of the Treasury, the 
Secretary of Agriculture, and the Comptroller of the Currency, 
is to divide the country into not less than eight nor more than 
twelve districts, and to designate in each a city where a Federal 
Reserve Bank shall be established. The capital of these new 
banks is to be provided by the banks already existing, whether 


1 The Comptroller of the Currency supplies the following conspectus of the 
reporting banks on June 4, 1913 :— 








Number. Deposits. 

National Banks ... ... ... 7,473 $5,953 millions 
State Banks ... ... ... ... 14,011 3,081 - 
Private Banks etapuieeei andes 1,016 143 a 
Trust Companies ... ... ... 1,515 3,571 aa 
Mutual Savings Banks aes 623 3,770 Re 
Stock Savings Banks ... ... 1,355 957 Pm 

25,993 $17,476 FP 


The returns from the private banks are far from complete. The Comptroller 
estimates that there ‘‘are over 3,500 private banking concerns and brokerage 
houses in the country.” 
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organised under Federal or State law—the national banks being 
required to come into the system, the State institutions being 
permitted to do so. Every member bank must subscribe for an 
amount of stock equal to 6 per cent. of its own capital and 
surplus, half to be paid in gold within six months, the other half 
to remain subject to call. The minimum capital for a Federal 
Reserve Bank is to be $4,000,000, and if this sum is not made 
up by bank subscriptions in any district, the balance is to be 
allotted to the public or the Government. 

To unify the operations of these eight to twelve regional 
banks, there is set up a Federal Reserve Board, with head- 
quarters in Washington. Over the constitution of this board a 
great fight was waged—men who feared the “money trust” 
seeking safeguards against “Wall Street domination,” and 
bankers seeking safeguards against inexperienced management. 
The final result is a board of seven members, the Secretary of 
the Treasury and the Comptroller of the Currency, ex officis, 
and five men appointed by the President “by and with the advice 
and consent of the Senate.” In making his selection, the Presi- 
dent “shall have due regard to a fair representation of the 
different commercial, industrial, and geographical divisions of 
the country.” At least two of his five nominees “shall be persons 
experienced in banking or finance” ; but no member of the board 
shall be financially interested in any banking enterprise, and 
none shall be eligible to hold office in any member bank during 
his term of service or for two years thereafter. The positions 
are made attractive by a liberal salary—$12,500—a iong tenure 
of office—ten years—and, most of all, by the wide powers 
entrusted to the Board. 

In the large, the Federal Reserve Board is to have super- 
vision over the whole system. It will also have a voice in the 
management of the regional banks. For the Federal Reserve Board 
appoints three of the nine directors of each Federal Reserve 
Bank, the other six being chosen by the stock-holding banks, 
three to represent them and three to represent the commercial, 
agricultural, or industrial interests of the districts. Under this 
arrangement, two-thirds of each regional directorate are debarred 
from having any financial interest in banks; but this should not 
mean inexpert management, for at least two of the Federal 
Board’s appointees must be men “‘of tested banking experience,” 
and the like will doubtless be true of the three representatives 
of the member banks. 

As a moral check upon the possible absolutism of the Central 
Board, a Federal Advisory Council is created of men chosen by 
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the Federal Reserve Banks. This council is to meet at least 
four times a year in Washington, and may hold other meetings 
elsewhere on its own initiative, or when summoned by the 
Central Board. Its functions aré, as its name suggests, purely 
advisory. That is, it may confer with the Federal Reserve 
Board on general business conditions; it may make such repre- 
sentations as it chooses tothe latter Board; and it may call for 
information concerning discount rates, rediscount business, note 
issues, cash reserves, &c. . 

While the full responsibility for the general management of 
the plan rests with the Federal Reserve Board, the Board does 
not constitute a central bank. For all the banking business is 
to be conducted by the eight to twelve Federal Reserve Banks, 
by their branches, and by the thousands of member banks. To 
show what business changes will result from the new law, it is 
best to begin with reserves. 

Under the old system, national banks in the central-reserve 
cities—New York, Chicago, and St. Louis—were required to 
keep in their own vaults reserves of lawful money not less in 
amount than 25 per cent. of their net deposits. The same 
requirement was made of national banks in the reserve cities— 
forty-seven in number—except that they might hold half of this 
percentage in the form of credits with approved banks in the 
central-reserve cities. Finally, national banks in all other places 
were required to carry reserves of at least 15 per cent., of which 
not more than three-fifths might be in the form of balances 
with approved banks in reserve or central-reserve cities. The 
new law preserves this classification of towns, but alters the 
minimum reserve requirements, makes Federal Reserve Banks 
the sole approved reserve agents, and introduces a distinction 
between the reserves required against demand deposits and 
against deposits subject to notice of thirty days or more. The 
schedule of minimum reserves as it will stand when the law has 
taken full effect may be presented in tabular form :— 











Against Demand Deposits. 
2 Against |————————_——_- ea ee ee aan 
Banks situate time | 
deposits. | Total Kept | Pa Kot i 
Ranerve. in | in either 
Bank. Bank. | place. 
————— — —_ a me — 
Per cent. | Per cent. lp er cent. | Per cent. | Per cent. 
Not in reserve cities... 5 12 | 4 5 | 
In reserve cities ... ... 5 15 | 5 | 6 4 
In central-reserve cities. 5 18 y= 36 | q 5 
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It will be seen that this new schedule is considerably lower 
than the old one; but the Federal Reserve Banks themselves are 
required to keep much larger reserves than were formerly 
demanded by law or carried in practice by any American banks, 
namely, at least 35 per cent. in lawful money against deposits 
and 40 per cent. in gold against their Federal Reserve Notes—of 
which presently. Further, many of the State banks and trust com- 
panies which will come into the system have carried reserves 
smaller than the new law requires, and the national banks will 
no longer be allowed to count the 5 per cent. fund kept with the 
Treasurer of the United States for the redemption of their notes 
as part of their reserves against deposits. Last October this 
fund amounted to almost $36,000,000. While the old require- 
ments were rigid, at least in theory, the new minima are made 
elastic by giving the Federal Reserve Board power to suspend 
the reserve requirements at its discretion, subject to a graduated 
tax upon the deficiencies below the normal level. 

Deposits in the Federal Reserve Banks may be made by any 
of its member banks, by the Federal Government, or by any 
other Federal Reserve Bank. The latter deposits, however, are to 
be made “solely for exchange purposes.” One of the significant 
features of the Act is that it sweeps away the last remnants of 
the “Independent Treasury System”; for the Reserve Banks 
are to serve not only as Government depositories, but also as 
fiscal and distributing agents of the United States. All Govern- 
ment revenues may be deposited in these banks, and all Govern- 
ment expenditures may be paid in cheques against such deposits. 

The chief income-yielding business of the Federal Reserve 
Banks will be the rediscounting of commercial paper for member 
banks. This paper may be “notes, drafts, and bills of exchange 
arising out of actual commercial transactions,” or “acceptances 
which are based on the importation or exportation of goods.” 
The maturity of the paper must not exceed ninety days except 
in the case of agricultural bills, where the limit is extended to 
six months. Bills “covering merely investments . . . or drawn 
for the purpose of carrying or trading in stocks, bonds,” &c., are 
expressly excluded from acceptance. The discount rates for 
each class of paper are to be fixed by the Federal Reserve Banks 
“with a view of accommodating commerce and business”; but 
they are “subject to review and determination” by the Federal 
Reserve Board. This Board is even given power to “permit, or 
on the affirmative vote of at least five members of the Reserve 
Board to require Federal Reserve Banks to rediscount the dis- 
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counted paper of other Federal Reserve Banks, at rates of interest 
to be fixed by the Federal Reserve Board.” Further, it is 
provided that whenever the Federal Reserve Banks become sub- 
ject to the graduated tax on deficiency of reserves, they must 
“add an amount equal to said tax to the rates of interest and 
discount fixed by the Federal Reserve Board.” Under this plan 
the discount rates paid by bank borrowers in all parts of the 
country will be reviewed, if not determined, by the Central Board 
in Washington. 

It is intended that these new bankers’ banks shall be managed 
primarily with a view to the general welfare of “legitimate 
business,” and only secondarily with a view to making profits 
for their stockholders. The rate of dividend, indeed, is limited 
to 6 per cent. of the paid-in capital, which is only half of the 
subscribed capital. Dividends at this rate are to be cumulative. 
Half of the net earnings in excess of 6 per cent. are to be held 
until each Reserve Bank has accumulated a surplus equal 
to 40 per cent. of its paid-in capital; until this has been 
accomplished, half, and thereafter all, the excess earnings are 
to go to the Federal Treasury and be used to supplement the 
gold reserve against United States Notes or to reduce the bonded 
debt. 

In order to protect their cash reserves and to influence inter- 
national movements of gold, the Federal Reserve Banks are 
empowered to engage in “open-market operations” in foreign 
exchange. That is, they may deal in cable transfers, bankers’ 
acceptances, and bills of exchange “with or without the endorse- 
ment of a member bank”; they may buy and sell gold coin or 
bullion, and they may open foreign accounts, appoint foreign 
correspondents, or establish foreign agencies as they deem wise 
for their dealings in exchange. 

The problem of providing an elastic currency under the new 
system was complicated by the existing relations between bank- 
notes and Government bonds. Last October the bonded indebted- 
ness of the United States amounted to $967 ,000,000. Of these bonds 
the national banks had deposited with the Treasury not less than 
$744 ,000,000 as security for their notes, and $41,000,000 more as 
security for their federal deposits. Moreover, $731,000,000 of the 
total debt consisted of 2 per cent. bonds, and of these the national 
banks held $701,000,000. Obviously, the national banks could not 
dispose of these enormous holdings without ruinous loss ; obviously 
they could not afford to hold their 2 per cents. as an ordinary 
income-yielding investment, and yet the currency could not be 
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made elastic so long as all bank-notes had to be secured by the 
deposit of United States bonds. 

The solution adopted for this difficult problem contemplates 
both the creation of a new form of currency and the retention 
of the old national bank notes. Concerning the latter notes, it 
is provided that any member bank having bond-secured circula- 
tion may notify the Treasurer of the United States at any time 
within two to twenty years after the passage of the Act that it 
desires to sell its Government bonds at par. The Federal Reserve 
Board may then require the Federal Reserve Banks to buy these 
bonds from member banks at par in amounts not exceeding 
$25,000,000 a year. The purchasing banks in turn have the 
choice of using the bonds as the basis of circulation under the 
old terms, or of exchanging them at the Treasury for 3 per cent. 
Government obligations. Not more than half of the latter may 
be in the form of one-year Treasury notes, which the Secretary 
of the Treasury may pay off at the expiration of the year or 
renew as often as he wishes for the next thirty years. The 
remainder of the securities taken in exchange is to consist of 
thirty-year 3 per cent. bonds, without the circulation privilege. 
The intent of these provisions seems to be that the present 
amount of national-bank notes ($740,000,000 on October 31st) 
shall be reduced rather slowly, and that the national banks must 
continue to carry the great bulk of their Government bonds, 
though they may look forward to exchanging their 2 per cents. 
gradually for 3 per cent. bonds and Treasury notes. 

The new form of currency is to be known as Federal Reserve 
Notes. These notes are to be issued by the Federal Reserve 
Board to Federal Reserve Banks only, against collateral security 
consisting of commercial paper accepted for rediscount. They may 
be retired by the Reserve Banks at will by depositing the notes 
themselves or their equivalent in lawful money with agents of 
the Central Board. On retirement, of course, a corresponding 
amount of collateral will be released. While these notes will be 
obligations of the United States, redeemable in gold at the 
Treasury, and acceptable in payment of all taxes, incltding 
customs, they are made a first lien on the assets of the issuing 
banks, and the latter are required to hold against them gold 
reserves of not less than 40 per cent., subject to the remissions 
accompanied by special taxes which have been explained above. 

Such are the main outlines of the new plan. Under it every sol- 
vent business man who can provide commercial paper of standard 
quality should be able to obtain bank loans, whatever be the 
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condition of business, by paying the market rate of discount. 
For practically every banking enterprise in the country can 
qualify to enter the system if it so desires, and every member 
bank can rediscount the paper it has bought with its Federal 
Reserve Bank, and the latter at need may rediscount again with 
one of its fellows in another district. The member bank can take 
the proceeds of the rediscount in deposit credits or in Federal 
Reserve Notes, and use either form of credit in making loans to 
further borrowers. There is no limit placed upon the amount of 
loans, note issues, or deposit credits except the indirect limits 
imposed by the possible refusal of the Federal Reserve Board 
to relax the reserve requirements, or the unwillingness of bor- 
rowers to pay the high rates of interest which will be charged 
when reserves fall below the normal minima. Whether the law 
will produce an expansion of bank loans in the near future is a 
point upon which opinions differ. There are bankers who predict 
contraction. 

Among the incidental advantages hoped from the new system 
are (1) the standardising of commercial paper, for every bank 
will wish its customers to give it paper which may be used at 
need for rediscount with its Federal Reserve Bank; (2) the 
creation of a standard discount rate, possessing somewhat the 
same significance as the Bank of England’s official rate; (3) the 
publication by the Federal Reserve Board of detailed weekly 
reports from all the Federal Reserve Banks, which should prove 
of value in gauging business conditions in different sections of the 
country; (4) the systematisation of inter-city clearings by the 
Federal Reserve Banks, and the standardisation of collection 
charges by the Federal Reserve Board; and (5) the bringing of 
a larger proportion of the banks under Federal inspection. It 
may seem as if the admission into the new system of institutions 
organised under State law would reduce the advantage of pos- 
sessing a Federal charter. But, on the other hand, the Act omits 
certain restrictions which have hampered the national banks in 
the past and grants them certain new privileges. Newly- 
organised national banks are no longer required to purchase 
United States bonds; national banks outside the central-reserve 
cities are at last permitted to make loans upon farm lands; any 
national bank may apply for a special permit to do trust company 
business, unless forbidden by State or local law; and finally, 
national banks with a capital and surplus of $1,000,000 or more 
may ask the Federal Reserve Board for authority to establish 
foreign branches. 
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Whatever difficulties may be encountered in running this great 
and original system, it promises to secure general adhesion among 
banks of all classes at the start. Within just one month after 
the law was signed, 5,007 national banks, representing 75 per 
cent. of the capital of the system, had formally accepted the 
provisions of the new Act; 169 other national banks had signified 
their intention of coming in, and 1,016 State banks and trust 
companies had asked to be included. Since this date acceptances 
have continued to come in rapidly, and the largest bank in the 
country—the National City Bank of New York—has announced 
its intention of joining, although its president had been one of 
the severest critics of the new law. Meanwhile the Organisation 
Committee is at work on the task of dividing the country into 
Reserve Districts. Before the end of 1914 it is probable that 
the new system will be running full blast. 

Wes Ley C. MITCHELL 

Columbia University. 





THE LEEDS MUNICIPAL STRIKE. 


THE history of the Leeds municipal strike is well worth 
writing if only as a record of the series of blunders made both 
by the Corporation and the employees. Space will, however, 
not allow of any detailed account of the course of the dispute, 
and attention will therefore be mainly confined to some interest- 
ing and important questions which have arisen as a result of 
the strike. 

In July, 1918, a number of municipal servants—paviors’ 
labourers and others—obtained increases in wages amounting 
in the aggregate to about £9,600 a year. Almost immediately 
an agitation arose for an increase amongst other grades of 
employees on the ground that for several years a large number 
of municipal servants had received no rise in wages, and that in 
the meantime the cost of living had risen considerably. Accord- 
ingly a demand for a 2s. increase was formulated for workers in 
a number of municipal departments, the chief being the gas, 
sanitary, street lighting, and parks departments. The matter 
was discussed at the September and October meetings of the 
City Council, and it was decided to defer the consideration of 
the men’s claims until after the municipal elections, it being 
understood that any increases granted should date back to 
October Ist. The threatened strike was consequently postponed 
by the men. At the November elections, at which the wages 
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question was the main issue, the labour party gained three seats, 
and returned to the Council Mr. Walt Wood, the local organiser 
and leader of the Gasworkers and General Labourers’ Union— 
the chief union concerned. At the bye-elections following on the 
aldermanic elections, a further labour gain was obtained. The 
new Corporation Committees got to work and recommended 
certain increases for over-2,000 men (rather over one-half of 
all concerned) amounting to £6,500 a year. The men thereupon 
gave the Corporation three days in which to reconsider these 
concessions, and no further increases being offered, a strike was 
proclaimed at midnight on December 10th. Later, the tramway 
men came out, and after a short strike returned, with de- 
moralising effects on the other municipal strikers. On December 
31st the men offered to resume work on conditions that the con- 
cessions made were adhered to, that men who had not received 
1s. advance were granted an increase up to that amount, and 
that all men were reinstated. On January 7th the Emergency 
Committee of the City Council agreed to meet Mr. J. R. Clynes, 
president of the Gasworkers’ Union. Negotiations were opened, 
and on January 13th an agreement was arrived at; advances 
already granted were to date from the time of restarting work, 
further claims for increases were to be considered on their 
merits, and reinstatement was to be commenced immediately and 
carried as far as possible. The men are no better off than they 
would have been if they had accepted the Corporation’s offer at the 
beginning of December; indeed, they are worse off, as the 
increases conceded do not date back to October, and many men, 
probably about 700, have not been reappointed. 

The failure of the employees is due to a variety of causes, 
some of which are peculiar to municipal disputes. Generally 
speaking, the odds are against the men during disputes, and 
the odds are much greater in the case of municipal strikes. The 
public are the employers, and public opinion is therefore biassed. 
The anti-labour newspapers are a powerful weapon against the 
strikers. The economic issues become confused with political 
ideas. All these factors—the absence of a more or less indepen- 
dent public opinion, the attitude of the Press, and _ political 
animus—were present in the Leeds strike. The intervention of 
the University of Leeds, the obstinacy of the Emergency Com- 
mittee of the Corporation (it is alleged that they were supported 
by powerful industrial interests), and the mismanagement by the 
men’s leaders of the whole business from the beginning, com- 
pleted the defeat of the employees. 
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Two points call for special attention: the intervention of 
the University, and the attitude of the Corporation Committee. 
It is by no means the first time that university students have 
gone to the assistance of employers during a trade dispute, nor 
will it be the last. During the Leeds dispute, however, the 
matter was more serious than that. In order that the attitude 
of the executive officers of the University may be fully under- 
stood, it will be best to quote the words of the Vice-Chancellor, 
Dr. M. E. Sadler, when he received a deputation from the 
Leeds Trades Council on December 18th! ;— 

“When, a week ago, requests for assistance reached them from 
certain departments of the city, a number of them—seniors and 
juniors—thought it their duty as citizens to give the help desired. 
This was no ordinary trade dispute. It was not comparable to a 
struggle between a private employer or a group of private employers 
and the working-classes. It was a determination, of which I speak 
with great respect, though I think it misguided, on the part of a 
large number of municipal employees engaged in services vital not 
only to the convenience, but to the health, safety, and well-being 
of the whole community, not least the working people and women 


and children . . . to desist from their labour. . . . In such cir- 
cumstances and in response to requests from the authorities of 
the city . . . some of us—senior members of the University, and 


students—like large numbers of other individual citizens not con- 
nected with the University at all, thought it right to take upon 
ourselves duties which in ordinary circumstances and in the general 
division of labour are delegated to others. I should like to 
emphasise this essential difference between the struggle which has 
recently taken place in Leeds and any other ordinary economic 
controversy. . . . In any economic conflict between the employer 
and his workmen in matters that do not affect the vital interests 
of our city or national life, none of us, as ordinary citizens, have 
any concern. . . . We think there was put upon us, in common 
with all other individual citizens, the duty of using whatever skill 
and knowledge we possess to prevent the city from being—under, 
as I think, misguided counsels—held up. ... We acted... 
deliberately. The city accepted our offer of help so far as that 
help was needed. Much more help would have been forthcoming 
from here if the city had required it. . . . Those of us who have 
been occupied in this matter have felt very deeply that in this 
trouble we have, in so far as our action has been efficient, rendered 
to that extent less effective the weapon of the strike.” 

The views here expressed bring out clearly two questions : 
first, the right to strike amongst employees in “vital services,” 
and, secondly, the right of organised intervention by universities 


1 The quotations are from the report in the Yorkshire Observer, Dec. 19th, 1913. 
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during disputes in such services. The whole point of Dr. Sadler’s 
speech is that the University, in the interests of the community, 
was right in giving what assistance it could against the strikers. 
There does not, however, seem to be any clear distinction between 
municipal and “ordinary ” trade disputes, unless in the municipal 
services there can be no just ground for serious complaint, and 
unless there is some form of trustworthy machine for the speedy 
settlement of differences. There is little to show that in the 
matter of wages, at any rate, municipalities are deserving of 
special treatment at the hands of their employees. The Board 
of Trade Inquiry into Earnings and Hours of Labour illustrates 
this. The average wage in the public utility services (roads, 
sanitation, gas, electricity, water, and tramways) was, in 1906, 
28s. 1d. per week; in the whole of the textile industries the 
average wage for men was exactly the same; in the clothing 
industries it was 30s. 2d.; in building, 33s.; and in the metal, 
engineering, and shipbuilding trades, 33s. 1ld. The railways, 
which would be included amongst the “vital” services, paid, in 
1907, 24s. 4d. per man on the average. 

Further, “vital” services are not necessarily municipal services, 
for in many towns such services are in private hands. Then 
also the “vital” nature of industries is a matter of degree; no 
industry is absolutely “vital,” just as no monopoly is ever per- 
fectly complete. In both cases there are always substitutes. 
The nearest approach to a really “vital” service is the disposal 
of sewage (with which, in the Leeds dispute, the University 
students were not concerned). It was because the gas and elec- 
tricity services were considered “vital’’ that the Pro-Chancellor 
and Vice-Chancellor of the University gave their approval to 
the action of the students. The active assistance given by the 
University officers creates a dangerous precedent. The gas 
supply in London, Sheffield, and Bristol, the supply of electricity 
at Norwich and on the Tyneside, the trams in Dublin and Oxford, 
are all under private, not municipal, control. If the Leeds pre- 
cedent is accepted, it would be difficult for the local university 
officials to refuse assistance in the event of a strike in any of 
these services, and we should then have the university involved 
in “ordinary” disputes between Labour and Capital. But the 
category of “vital” industries is by no means confined to local 
services. The railways are much more “vital” than trams, and 
coal, obviously, than gas. The principle of intervention during 
disputes in “vital” services would embroil the universities of 
the country in every strike in industries employing over an 
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eighth of all the occupied males of the country. Logically, inter- 
ference in disputes in “vital” services would implicate the uni- 
versities in ordinary disputes between Labour and Capital (to 
which Dr. Sadler objects); and if interference is limited merely 
to municipal strikes, then it is placing such disputes on a different 
footing from strikes in equally vital industries which are privately 
controlled—a proceeding which cannot be justified. 

There is another important consideration. The trade union 
movement, as a whole, condemned the action of the University 
officers and students as an attempt at strike-breaking, and saw 
no reason for not stigmatising the student volunteers as “black- 
legs.” The implication is clearly that the intervention has not 
been impartial, but that the University, so far as it was able, 
threw itself on the side of the Corporation. Though in the 
speech quoted above the Vice-Chancellor considered that the 
strike was unwise, he refrained from passing any opinion on 
the points in dispute. In a communication to the Press,! issued by 
the Pro-Chancellor and Vice-Chancellor, it was stated that they 
“took action in the belief that the failure of certain municipal 
services would have consequences disastrous to all classes of the 
community. . . . The University has not taken a side in the 
wage dispute which led to the strike.” No one will question 
for a moment the motives of the University officers, but just as 
they were concerned with the consequences of the dispute, so 
the trade unionists were concerned with the consequences of the 
intervention of the University. The object of the strike was the 
suspension of certain services, and its success was dependent 
upon the extent to which suspension was achieved.' The object 
in using “blackleg” labour is to maintain the services as com- 
pletely as possible. The whole aim of using the services of the 
University students was also to maintain the municipal services, 
and as has already been seen above, Dr. Sadler admitted that 
“‘we have, in so far as our action has been efficient, rendered to 
that extent less effective the weapon of the strike.” In other 
words, they had weakened the chances of the men’s success, 
just as professional strike-breakers would have done. So’ that 
though there was no intention to act otherwise than impartially, 
the University did in point of fact aid in breaking the strike. 
The greatest crime in the trade union calendar is “blacklegging,” 
and it is because the consequences of what was done by the 
entry of the University into the dispute were the consequences 
associated with “blacklegging” that the trade union movement 


1 See Yorkshire Observer, Dec. 29th, 1913. 
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has shown such keen resentment. On the other hand, as Dr. 
Sadler has pointed out,’ the University authorities did all in 
their power to bring about an honourable settlement of the 
dispute. When it is remembered that the Corporation and many 
powerful interests desired to avoid a conference which might lead 
to a settlement, this action may be regarded as taking sides 
with the men. . 

There is a further reason why universities and similar 
institutions should not identify themselves with labour dis- 
putes. Their intervention must necessarily be one-sided, and 
always against the men. However good the workers’ case may 
be, they can take no direct action to help them. In the case of 
a lock-out in a “vital” industry they would not be able to 
maintain the service, whatever its importance to the health, 
safety, and convenience of the community. The maintenance 
of such a service is as desirable during a lock-out as during a 
strike, but a university would be powerless to act. In these cir- 
cumstances, it would seem that, if universities are to keep them- 
selves clear of the class war, they must of necessity refuse to 
maintain “vital” services during a strike. 

Another complication, of a quite different kind, which added 
bitterness to the dispute was the refusal of the Corporation to 
meet the men in conference. It is difficult to realise that a large 
municipality in the twentieth century denied to its employees 
the right which is widely established in ordinary industry of con- 
ference on wages and conditions of labour. The question of 
increases had been before the public for a few months, and the 
Council decided to defer the matter until after the November 
elections. On the publication of the Council’s concessions, the 
men held a mass meeting (December 7th), at which they decided 
to strike in three days unless the Corporation reconsidered the 
position. The leader of the City Council then suggested that the 
whole matter should be submitted to arbitration by Sir George 
Askwith. The employees rejected this eleventh-hour proposal, 
partly because they felt that matters had gone too far for appeal 
to an external authority and partly because they felt that the 
suggestion was prompted by fear, no proposal of the kind having 
been made during the months the men’s demands were before 
the Council. On December 10th the employees’ leaders met the 
Lord Mayor, who later in the day communicated to the men 
the news that he had interviewed the leaders of the Liberal and 
Conservative parties, and that they had agreed to meet the repre- 


1 In a letter to the Parliamentary Committee of the Trade Union Congress. 
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sentatives of the men on the following day. December 10th saw 
the expiration of the three days’ notice, and the men’s mass 
meeting on that day decided that it was too late to avert a 
stoppage, but recorded their willingness to meet the Chairmen 
of Committees and the representatives of the three political 
parties on December 11th. This offer was ignored. Throughout 
the course of the strike the men’s officials repeatedly asked for a 
conference. On December 12th a strikers’ meeting called “upon 
the authorities to enter immediately into a conference with the 
men’s representatives with the object of arriving at a satisfactory 
settlement.” This attitude the men maintained throughout. 
Strenuous efforts were also made by outsiders to bring the con- 
tending parties together. Ultimately a “conference” was 
arranged, which took place on December 20th and December 
22nd. On the first day the men and the Corporation met in the 
same room for less than an hour. The remainder of the negotia- 
tions were conducted by the exchange of typewritten statements, 
the two sides sitting in separate rooms. Naturally, this mode of 
procedure led to nothing, and negotiations were broken off. The 
Corporation Committee issued a statement to the effect that 
“the men may come back on individual application.” The denial 
of a free and full conference and the offer of individual reinstate- 
ment strike at the roots of collective bargaining, and the question 
of trade union recognition became an additional issue in the dis- 
pute. On December 26th, three members of the staff of the 
Economics Department in Leeds University published a letter 
urging nine reasons for a full conference. It is clear that people 
were now prepared to support the idea, for two out'‘of the three 
local morning papers expressed themselves favourably.! 

1 «*We hope that the appeal . . . will be successful.” (Yorkshire Observer, 


Dec. 26th, 1913). 
‘* Out of such a conference much good must result (Leeds Mercury, Dec. 29th, 


1913). 

The comments of the Yorkshire Post (Dec, 27th, 1918) will be of interest to 
readers of the Economic JournaL. In the course of a long article it said, ‘‘ we are 
surprised, and somewhat disgusted, to find there are Professors in a University in 
receipt of public money from the ratepayers and from endowments provided by 
wealthy citizens who think it wrong that certain students in the University should 
come to the rescue of the city to whom they owe so much. We say frankly that if 
these Professors are sincere, and desire to be consistent, they ought to refuse any of 
the tainted money—that is, money provided by the ratepayers to whose primary 
interests they are opposed... . The letter which we published yesterday . . . was 
nothing to the point. Its economics and its logic are as feeble as its citizenship. .. . 
Are we to understand that Professor Macgregor and his colleagues in his especial 
branch have been trying to teach in the University the validity of Syndicalism, the 
right of certain leaders to plunge a great civilised community into utter darkness or 
starvation, and that this is what they are pleased to call the teaching of Economics 
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On December 24th, a meeting of workers passed the fol- 
lowing resolution: “That we pledge ourselves to take steps to 
supplement the support to the men during the present strike. 
Further, that we greatly regret that no proper conference has 
taken place during the dispute between representatives of the 
parties concerned, and we request the president of the Council 
(Mr. J. R. Clynes, M.P.)- to intimate publicly our readiness 
to discuss immediately the points of difference with a view to 
an early settlement of the dispute.” This decision was com- 
municated to the Corporation Committee, which replied by asking 
“for any point of difference to be stated to them in writing.” 
Furtier correspondence followed, and on January 7th Mr. Clynes 
met the committee of five. A conference was therefore ulti- 
mately achieved, although one local paper called the meetings 
“conversations.” On January 13th terms of settlement were 
agreed upon, the strike having lasted five weeks. It is obvious 
that whilst a free discussion of points in dispute will not neces- 
sarily end immediately in agreement, yet a municipal strike 
cannot well be ended without a conference of some kind. It 
may also be laid down that under no circumstances should the 
representatives of a municipality refuse to meet the men. If 
they do refuse, their action must be considered punitive and 
vindictive. Proceedings in Leeds may prove to be a dangerous 
precedent. In Blackburn the same policy has been followed. 
The only hope is that some machinery may be devised which 
will diminish the need for resorting to the strike, and also 
reduce political and class animosity in municipal disputes. 

ARTHUR GREENWOOD 
now-a-days? If this be so, we are certain that the people in Leeds who have put 
their money down for the founding of chairs and the paying of salaries to these 
Professors will want to reconsider their attitude. ... Judging by what is reported, 
Mr. Macgregor seems to have believed that Economics ought to be taught from the 
standpoint of the Trade Unions and Syndicalists, possibly of Mr. Sidney Webb and 
of Mr. Henry George. We are, however, content to leave this matter to the 
authorities immediately concerned. We should wish to let bygones be bygones, 
always provided that the heads of the University exercise adequate supervision over 
individuals.” It is also stated, regarding the real point of the letter in question, 
that ‘‘ there can be no conference with these men.” 

Put into plain English all this means (1) that the people who finance Uni- 
versities shall control teaching so that teachers who disagree with the private views 
of the head of their University (and the views of the local Press) should be punished ; 
(2) that certain views—in this case Syndicalism, etc.,—should be forbidden to Uni- 
versity teachers. A small section of political extremists in the labour movement 
have always viewed with suspicion any attempt to bring together the Universities 
and the working classes on the ground that University economists were bound to 
teach the views of the capitalists who provided their salaries ; it is a new thing for 
a ‘*Capitalist ” newspaper to put forward as an ideal what these political extremists 
intend as a damning accusation. 
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Note oN Mr. GREENWOOD’S ARTICLE ON THE LEEDS 
MUoUNIcIPAL STRIKE. 


By the courtesy of the Editor and of Mr. Greenwood, I have 
been shown a proof of the latter’s article on the Leeds Municipal 
Strike, and have been given an opportunity of writing a note on 
it. This, for reasons of time, must be shorter than a full discus- 
sion of the issues would require. 

In his brief narrative of the strike, Mr. Greenwood fails, I 
think, to convey to the reader an adequate idea of the serious 
danger with which the city of Leeds was threatened at the crisis 
of the dispute, or of the weight of the reasons which led about a 
thousand of the citizens (including a hundred senior and junior 
members of the University) to come to the help of the city as 
volunteer workers, with the purpose of maintaining certain neces- 
sary public services which otherwise, to the injury and danger 
of the inhabitants, would have been suddenly broken. 

The men’s grievances first came to a head on September 21st 
in a demand by the Gas Workers’ and General Labourers’ Union 
for an increase of wages to the extent of two shillings a week all 
round, with the threat of a strike if this was not granted. On 
October 1st a ballot of the men confirmed this demand. But it 
was felt by the members of the City Council that the period 
immediately preceding the municipal elections was inopportune 
for the consideration of such a claim. A conference was therefore 
held by the Lord Mayor on October 14th, when the men’s leaders 
were assured by representatives of the City Council that their 
application would receive prompt attention by the new committees 
which would be appointed after the municipal elections. On 
receiving this assurance, the men agreed to wait. The Council 
fulfilled its promise and, on December 3rd, sanctioned advances 
to a large number of its workmen, the total increase amounting 
on one calculation to about £9,600 a year. But the advance of 
two shillings a week all round was not conceded (a number of 
the employees receiving no increase at all), and the men were 
not satisfied with what was offered. At a. mass meeting on 
December 7th they gave three days’ notice of a general strike, 
unless the whole of their demand was complied with. On the 
following day Alderman Wilson, the Chairman of the City Finance 
Committee, offered, on behalf of the Council, to submit the dispute 
to arbitration, and suggested that Sir George Askwith should be 
asked to arbitrate. This suggestion was refused by the men’s 
leaders, on the ground that there was nothing to arbitrate on, as 
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they were not prepared to accept anything less than a full conces- 
sion of their demand. One of the leaders said : ‘‘ We contend that 
we can be the arbitrators.” On December 10th the Lord Mayor 
made yet another effort to settle the dispute. He endeavoured 
to arrange a conference between representatives of the Council 
and of the men, but the proposal to confer was rejected by the 
men, who adhered to their resolution to strike. Accordingly, at 
midnight on December 10th, the strike began, a great body of 
municipal workpeople withdrawing their labour at once. The 
number of those who came out on strike in the first instance has 
been variously estimated at about three or four thousand. They 
included workers in nearly all the city departments—in particular 
gas, electricity, water, sewage, and street cleaning. In the days 
immediately following, the ranks of the strikers were reinforced 
by the skilled workers of the electricity and gas departments, who 
left their work without giving the notice required by their con- 
tracts. The critical day was Friday, December 12th. On that 
day the city was threatened with the sudden and complete 
stoppage of its supply of both gas and electricity. Faced by this 
danger, the city authorities, as in duty bound, left no stone un- 
turned in a great effort to keep these necessary services running. 
Help was sought wherever it might be found—from the offices of 
the City Council itself, from engineering and other firms, and from 
the general body of citizens. At the University urgent requests 
were received for aid in both the electricity and the gas depart- 
ments. The response on the part of the citizens was immediate. 
In order that the streets and houses of the city might not be 
plunged in darkness, it was necessary to maintain in full operation 
the municipal electrical works and (so far as possible) the 
municipal gag works. The consequences of a breakdown in these 
services would have been very grave. ‘There was a strong feeling 
amongst the citizens that the peril must be averted. A large 
number of citizens with knowledge of electrical machinery and 
gas-making appliances instantly volunteered their help. Among 
these were a considerable number of senior and junior members 
of the University. In addition to this, and likewise in response 
to the request of the city authorities, a very large number of other 
citizens volunteered for unskilled work in the gas, electricity, 
and other departments. This help was given without there being 
at the time any expectation of payment. The volunteers main- 
tained unimpaired the supply of electrical light and power, and, 
after a few days of great inconvenience, entailing loss to some 
thousands of workpeople, the partial check in the supply of gas 
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was sufficiently removed. The volunteers continued their work 
for about a month. Exceptional steps for the policing of the city 
prevented disorder, though there were three serious outrages—one 
of them a dangerous attempt upon a volunteer worker. The 
public opinion of the city was, in the main, strongly in favour 
of the action of the volunteers. In the ranks of the latter all classes 
of the community were represented. The fact that practically 
all the volunteers had work of their own to return to when their 
services were no longer needed greatly simplified the problem of 
reinstatement. This was recognised by the strikers as well as by 
the public. At the end of the dispute, when the regular workmen 
returned to their posts, they were intermingled for a shift or two 
with the volunteers. At this point there was no sign of bad 
feeling, but, on the contrary, more than one demonstration of 
goodwill on the part of the returning strikers to the volunteers 
who had temporarily taken their place. 

There is and has been from the beginning of the dispute, so 
far as I am able to judge, a general desire throughout the city 
that all reasonable grievances on the part of the municipal em- 
ployees should be removed. It is certain that the varied episodes 
of the strike have made the public think about the conditions 
of municipal employment much more seriously than before. This 
quickened public opinion will be an important factor in future 
discussions as to the wages to be paid to, and the conditions of 
service of, the municipal employees in the city. 

Before the outbreak of the strike the leaders of the municipal 
employees did not conceal their belief that the withdrawal 
of their labour from the necessary municipal sérvices would 
produce a condition of things which would compel the 
City Council to concede the whole of the strikers’ demands. 
It was this implied threat, accompanied by the strikers’ refusal 
of arbitration and of conference during the days immediately pre- 
ceding the strike, that impressed the great majority of the citizens 
with a feeling that it was necessary to prove that, in the last 
resort, the vital services of the city could be carried on by 
volunteer effort for a time sufficiently long to defeat an attempt 
to bring the city authorities to their knees. With the desire of 
the municipal workmen to obtain an improvement in their wages, 
the citizens had no quarrel. They were prepared to leave pro- 
posals for the settlement of that question to those who were 
appointed to deal with it. They were ready to support what 
was judged to be fair and reasonable in settlement of the dispute. 
The results of arbitration would, I think, have been unreservedly 
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welcomed. But when arbitration was refused by the men and 
an attempt made, by the suspension of necessary communal ser- 
vices, to force the city into surrender, the great body of the citizens 
felt that wrong means had been adopted by the strikers to secure 
what might be in themselves justifiable improvements in their 
condition. The action of the volunteers was not in the nature 
of a class struggle, but a falling-back, on the part of the city, upon 
its own reserves of strength for the carrying on of work which 
was necessary to its safety and health. 

There were, in fact, three parties implicated in the struggle 
—the City Council qué employer (but, unlike the private employer, 
subject ultimately to the ratepayers’ pleasure, and including a 
representation of the varied opinions of the city), the municipal 
workmen concerned, and the community as a whole. When the 
relations between the City Council as employer and a large number 
of its workpeople had broken down, the latter (refusing arbitration 
and conference) took up a weapon which was turned, not so much 
against the City Council as employer, as against the whole com- 
munity. The community, therefore, took steps to protect itself 
against an attempt which, if successful, would have seemed to 
prove that the services of a particular group of workpeople were 
indispensable to the continued well-being of the city. The belief 
that the community had not other resources of skill and strength 
among its own members from which to draw, and that therefore 
the withdrawal of the employees from the city services would 
force the community into compelling its representatives to concede 
all that the strikers asked was an illusion, and a dangerous illu- 
sion, which the experience of Leeds during December and January 
has done something to dispel. 

A considerable part of Mr. Greenwood’s article is devoted to 
a discussion of the part taken by members of the University 
in the course of these events. The University as a corporate 
body did not take any action in the matter at all. On Friday, 
December 12th, urgent requests were addressed, on behalf of 
the City Council, to the University authorities for help in pre- 
venting the stoppage of certain public services necessary to the 
health and safety of the city. In the suddenness of the emer- 
gency, the University as a corporate body could not be consulted ; 
but its executive officers (the Pro-Chancellor and the Vice-Chan- 
cellor, together with the Pro-Vice-Chancellor), after careful 
deliberation, took action, believing that the failure of certain 
municipal services would have consequences disastrous to all 
classes of the community. They communicated the request of 
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the city authorities to members of the University, a considerable 
number of whom, seniors and juniors, volunteered immediately, 
like many other citizens, for skilled and other work in the gas 
and electrical departments of the city. What was done was 
directed, in the public interest, to the maintenance of the well- 
being of the city in what was regarded by its responsible authorities 
as a@ grave emergency. The University has not taken a side in 
the wage dispute which led to the strike. On this and other 
questions individual members of the University have been per- 
fectly free to hold and express their opinions. 

As Mr. Greenwood has quoted from a reply which I made 
to a deputation from the Leeds Trades and Labour Council on 
December 18th, I am sorry that he has not included in his quota- 
tion two other passages from my speech. I told the deputation 
that, before any members of the University undertook the duty of 
volunteering, I had felt it right to say two things to them. The 
first was that no junior member of the University should under- 
take the duty without the leave of his parents. In the second 
place, I urged upon all that they should undertake it in a very 
serious spirit; that they should clear their minds of any feeling 
of irritation or anger, and still more from any feeling of 
class antagonism; that they should remember they were doing 
for the whole community something very serious and necessary ; 
and that they should do it quietly and without excitement, 
endeavouring to realise the condition of the ordinary worker’s lot 
and determining to use their influence now and in the future 
for a wise and just settlement of any grievances that might exist. 

At the conclusion of my speech, after admitting that, in so 
far as the action of the members of the University and other 
volunteers had been efficient, it had rendered to that extent less 
effective the weapon of the strike, I went on to say: “We feel 
that as municipal employment extends, as State employment 
grows, and as those monopolies which touch the essential concerns 
of public well-being pass under social and public control, it becomes 
the more necessary that all who are engaged in the charge of those 
monopolies should refrain from any action which, by threatening 
to hold up the community, might subserve their own immediate 
purpose. For that reason I, and I know many here, feel with 
great intensity the need for furnishing to the employees in the 
municipal and State services some right of easy appeal to a tribunal 
so constituted as to command general respect and armed with 
such powers of extensive inquiry and report as will enable it to 
review, and then bring before the public, whatever needs to be 
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changed in the condition of employment (not wages only), with 
a view to their improvement by the appointed financial authority, 
whether in the municipality or the State.” 

Mr. Philip Snowden, M.P., in an admirable article published 
in the Leeds Mercury of January 15th under the title “Some 
Lessons from the Leeds Municipal Strike,” urged the same point. 
The course adopted by my colleagues and myself, in response to 
the urgent request from the city authorities, seems to me to have 
been the best which could have been taken in the circumstances. 
To have refused point-blank to do anything at all, or to allow 
anything to be done by individual members of the University, 
in response to the appeal, would have been a course much less 
capable of justification. No pressure of any kind was put upon 
any member of the University to volunteer. The University as 
a corporate body was not involved. Those of us upon whom, as 
its executive officers, the immediate responsibility fell, were agreed 
in thinking that the community needed help, and we did not 
conceal our opinion that those members of the University who 
had the necessary skill and who wished to volunteer would, subject 
to their parents’ consent, be right in doing so. 

The facts of the case do not confirm Mr. Greenwood’s fear 
that action taken by members of a University in a labour dispute 
of this kind must necessarily be one-sided and always against 
the men. A University is a society of men and women with free- 
dom to express opinions formed after careful consideration of the 
issues involved. One of its great contributions to the life of the 
nation lies in the expression of considered individual judgments 
on questions of public importance. The support of those judgments 
would be of the highest value to either side in a great struggle. 
In the present case the action of the volunteers rendered material 
service to the interests of the whole community of Leeds, in- 
cluding the working people and their families, who would have 
been among the worst sufferers through a stoppage of the muni- 
cipal services necessary to the well-being of the city. Mr. Green- 
wood adds that, “however good the workers’ case may be, the 
Universities can take no direct action to help them. In the case 
of a lock-out in a ‘vital’ industry they would not be able to 
maintain the service, whatever its importance to the health, safety 
and convenience of the community.” It is not easy to imagine 
the circumstances which Mr. Greenwood suggests. But if the 
bodies controlling a vital industry locked out all their workpeople, 
with cynical indifference to the interests of the whole community, 
the intervention of Government would be inevitable, and in that 
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case, in response to the request of Government, individual citizens, 
including members of Universities, should be free to volunteer 
their help. 
a M. E. SapLER 
The University, Leeds. 


CURRENCY IN 1912. 


Forty-Third Annual Report of the Deputy Master of the Mint, 
1912. [Cd. 6991.] 1913. Price 103d. 


OnE of the most interesting tables in recent issues of this 
Report has been that showing the amount of Imperial gold coin 
held by banks (including the Bank of England) in the United 
Kingdom on the last weekday in June each year since 1907 :— 


Amount 
Year. Day of the Week, 3 
1907 Saturday 33,296,802 
1908 Tuesday 50,369, 167 
1909 Wednesday 49,221,074 
1910 Thursday 44,214,173 
1911 Friday 54,009,977 
1912 Saturday 60,640,681 


This table is commonly studied because it is supposed to have 
an important bearing on the question of the gold reserves held by 
the banks. Some bearing on this question it no doubt has; but 
it is greatly obscured by a confusing and irrelevant factor. The 
table includes all gold coin, but not gold bullion, held in all banks, 
including the Bank of England. Now it is fairly safe to assume 
that the banks, other than the Bank of England, hold, possibly 
with one recent exception, no amount of gold bullion worth 
considering. We know also the aggregate of gold, coin and 
bullion together, held in the Bank of England. But there is 
no means of knowing in what way this holding is distributed at 
any given date as between coin and bullion. Thus the table 
would tell us approximately what we want to know, either if it 
told us the amount of bullion held, as well as the amount of 
coin, or if it excluded altogether the Bank of England’s holding of 
coin instead of including it: The first alternative may lie rather 
outside what the Mint authorities regard as their proper field ; 
but there seems little objection to the second alternative. If the 
table were to be republished with this correction, its scientific 
value would be economically increased. At present a fluctuation 
in the published amounts of the banks’ holdings of coin may be 
merely due to the Bank of England’s holding different proportions 
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than before in the form of coin and bullion respectively, and may 
have no bearing, therefore, on the total gold holdings of the 
country. What proportions the Bank of England commonly holds 
in the two forms, and whether they fluctuate much from year 
to year, the Bank authorities do not disclose ; and they are likely 
to remain faithful to their well-established policy of knowing 
little and telling nothing. - But there is reason to suspect that the 
fluctuations are appreciable—dependent partly on variations in 
the amount of foreign gold coin held, which is not included in 
the above returns, and partly on the rate at which the Mint 
is able to make delivery of new gold coin; for by a privilege of 
the Bank, which is sometimes forgotten, gold lying at the Mint 
can be counted as belonging to the Bank’s reserve, and large 
consignments of bullion are sometimes sent to the Mint to be 
coined as opportunity serves. 

When this table was first published, observers were struck by 
the great increase in 1908 over 1907; and the ingenious explana- 
tion was invented that the change was chiefly due to the day 
of the week. On Saturdays (as in 1907), it was pointed out, 
there is a large drain of sovereigns from the banks for the 
payment of wages, whereas by Tuesday (as in 1908) a large 
part of these has filtered back again. This explanation, which 
has no doubt a certain amount of force in it, is still repeated 
year by year in the financial weeklies; but the returns for 
subsequent years have not justified the importance which has 
been attached to it. In 1909 and 1910 the day of the week 
became still more favourable to a high return than 1908, but 
the figures actually fell; whereas in 1912, when the day had 
come round to Saturday again, the figure rose much above its 
previous level. The great increase between 1907 and 1908 is 
rather to be attributed, I believe, to the influence referred to 
above. In June, 1907, the Bank had a considerable holding of 
foreign gold coin, which would be excluded from the return; 
much of this was exported during the crisis at the end of that 
year, and had been replaced with sovereigns by June, 1908. If 
this was the case, the Mint’s figures would chiefly reflect a 
change, not in the amount of the country’s gold reserves, but 
merely in their form. The actual figures are a resultant of the 
proportion held by the Bank of England in bullion and foreign 
coin, as well as of the day of the week and of the aggregate gold 
reserves of all the banks. If this first factor could be eliminated, 
the Mint’s table would become a highly important datum. 

It may also be worth while to point out that the Mint Report 
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for any year is published in September of the year following, 
time being required to obtain returns from the Colonial Mints. 
Thus we shall not know the gold holdings in June, 1913, until 
fifteen months later, in September, 1914. If the Mint could 
anticipate by a year and could publish, in September, 1914, the 
figures for June, 1914, as well as for June, 1918, they would 
be doing students a service. 

The table of holdings of silver coin is not subject to the 
same disturbing factors, and possesses a different kind of 
interest :— 


Amount 

Year. Day of the Week. : 

1905 Friday 5,287,215 
1906 Saturday 4,724,729 
1907 Saturday 5,105,191 
1908 Tuesday 6,832,798 
1909 Wednesday 7,089,288 
1910 Thursday 7,045,031 
1911 Friday 6,022,365 
1912 Saturday 5,968,989 


In this table we have the effect of the days of the week clearly 
discernible, unclouded by other influences. The Report points out 
that :—‘‘Comparing the figure for 1912 with that for 1907, it 
will be seen that the stock increased by £863,798. During the 
intervening period, however, the net issue by the Mint to the 
United Kingdom was more than £2,000,000, and the figures 
indicate, therefore, a considerable increase in the amount of silver 
coin in active circulation in recent years.” This may throw an 
interesting sidelight on working-class prosperity. 

The relation between social changes and the activities of the 
Mint is also curiously illustrated by the inordinate demand for 
pence in the latter half of 1912. During these six months 
“upwards of £263,200, or nearly double an ordinary year’s issue, 
was delivered.” This is attributed to the working of the National 
Insurance Act, wages which had been previously adjusted to 
the nearest sixpence or shilling being paid, after deduction, in 
odd pence. 

In 1912 the supply of British silver coin to West Africa con- 
tinued on a large scale, though not on so large a scale as in 
the previous year. The curious anomaly of the wide circulation 
in Africa as unlimited legal tender, of what are limited legal 
tender tokens at home, has now come to an end by the intro- 
duction of a specific West African silver coin ; and in future years 
the British Mint will be deprived of a very considerable source 
of profit. 

The coinage of sovereigns was on an even larger scale in 1912 

















1914] CURRENCY IN 1912 155 


than in 1911, reaching a total value of £33,350,249. The follow- 
ing table of gold coinage at the London Mint since 1897 strikingly 
illustrates the effect of the development of the South African 
gold mines on the circulation of the sovereign :— 





£ £ 
1897 1,784,078 1905 7,422,400 
1898 5,795,610. 1906 12,589,700 
1899 9,196,918 1907 20,575,374 
1900 13,000,427 1908 13,727,502 
1901 2,597,779 1909 14,162,456 
1902 7,126,194 1910 24,891,564 
1903 10,149,665 1911 33,096,158 
1904 10,900,089 1912 33,430,079 


During the same period the coinage of sovereigns in Australia 
fell from an annual average of about £11,000,000 to a little 
more than £9,000,000 in 1912. The aggregate value of the 
sovereigns coined in 1912 was nearly £43,000,000, as against 
£31,000,000 of all foreign gold coins taken together. The com- 
bination of the demand for sovereigns in India and Egypt with 
London’s situation as the distributing centre of the South African 
gold is rapidly establishing the sovereign as the predominant gold 
coin of the world. Possibly it may be destined to hold in the 
future the same kind of international position as was held for 
several centuries, in the days of a silver standard, by the Mexican 
dollar. Certainly several countries outside the British Empire, 
lately establishing their internal currencies at a parity with 
gold, have done so in terms of sterling. In this connection it is 
interesting to note that in 1912 British sovereigns and _ half- 
sovereigns were declared legal tender in Portugal at 4} and 2} 
escudos respectively, the escudos being the new unit which is to 
supersede the old milreis. In Canada, on the other hand, the 
coinage of sovereigns at Ottawa virtually ceased, and the Canadian 
gold coins, of ten-dollar and five-dollar denominations, authorised 
by the Currency Act of 1910, were struck for the first time. In 
Turkey a considerable number of British sovereigns were recoined 
into pounds Turkish. 

As the sovereign becomes more widely used in all parts of 
the world, the expense of maintaining the integrity of the 
currency, through the withdrawal of light coin, will grow in- 
creasingly burdensome. In the year under review £1,300,000 
light-weight sovereigns were sent home by the Government of 
India, involving an expense to the Mint of £10,000. The Indian 
authorities allege (see the Report of the Indian Comptroller- 
General for 1912-13) that the very high percentage of light-weight 
sovereigns tendered at Bombay is due to the large imports from 
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Egypt, “where a gold currency has been in existence longer than 
in any other Eastern country, and where, it is believed, sovereigns 
are sweated.” If India comes to mint sovereigns for herself, the 
problem of where the burden of withdrawing light-weight coin 
should fall may raise delicate questions. 

The Mint Report includes a useful abstract of events affecting 
foreign coinages during the year. In 1912 there were two inno- 
vations of some interest. For the first time a gold coin (a 
5 guilder piece) has been minted in Holland, and this country 
now departs, after nearly forty years, from a perfectly pure Gold- 
Exchange Standard. There are, however, somewhat peculiar 
circumstances in the case. For many years after the introduction 
of a gold standard, the reserve of the Bank of the Netherlands 
contained a very high proportion of the silver coins left behind 
as a legacy of the former standard. Very wisely, therefore, the 
Bank husbanded its gold, discouraged its internal circulation, and 
provided it freely only when it was required for export as a 
support to exchange. As time has gone on, this silver has found 
its way into circulation primarily not in Holland herself, but in 
the Dutch East Indies, where with great prescience a currency 
was established uniform with that of the Mother Country, and 
has been replaced in the Bank’s reserves by gold. The redundant 
silver of Holland has thus been progressively absorbed in the 
East, and a point has now been reached when new silver of the 
lower denominations must be minted, a step for which legislative 
sanction had to be obtained. As regards the 24 guilder silver 
pieces, however, the policy is being pursued of encouraging their 
replacement in Holland by 5 guilder gold pieces and’ of exporting 
to Java the silver coins thus released. 

The other innovation which deserves notice is in Nicaragua, 
where on March 20th, 1912, the currency was put on a gold- 
exchange basis as the result of the report of Mr. Conant and 
Mr. Harrison. ‘The cordoba has been given a fixed value of $1 
United States Currency, and the paper currency was exchanged 
for cordobas at an exchange of 1,250 per cent. The Reserve 
Fund for the conversion is kept by the United States Mortgage 
and Trust Company in New York. Sight drafts on New York 
may be obtained at the Banco Nacional in exchange for cordobas 
at par plus a small commission. Cordobas are not exchangeable 
for gold coin. The Banco Nacional notes are not exchangeable 
for silver or gold.” The new coins have been struck at the 
Birmingham Mint, which has also supplied currency to Colombia, 
Egypt, and Travancore. 
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This very interesting Report is the first which has been issued 
by the new Deputy Master, Sir Thomas Elliott, but the period 
dealt with does not fall within his tenure of the office. 

J. M. KEyNEs 


THE TRADE Boarps Act. 


Memoranda in reference to the Working of the Trade Boards 
Act. [H of C 134.] 1918. Price 3d. 


Special Report from the Select Committee on the Trade Boards 
Act, Provisional Orders Bill, de. [H of C 209.) 1913. 
Price 64d. 


THESE are the two most important official papers which have 
been issued with regard to the administration and extension of 
the Trade Boards Act, 1909. A general outline of the history of 
the work under the Act may be gathered from their pages. Regu- 
lations were issued by the Board of Trade for the establishment 
of Boards in the chain trade in 1909, and in the paper box trade 
of Great Britain, the lace-finishing trade, the tailoring trade of 
Great Britain, the paper box trade of Ireland, and the tailoring 
trade of Ireland in 1910. It is estimated that these six Boards 
in the four originally scheduled trades cover some 200,000 workers, 
of whom about 70 per cent. are women. The members of the 
Boards representing employers and workers, taken together, vary 
from 10 to 38 ; while there are three neutral “appointed members ” 
on each Board, except in the case of the British Tailoring Board, 
where there are five. Nine District Committees have been 
appointed by the British Box Board, and seven by the British 
Tailoring Board. Both the Boards for the two localised trades 
(lace finishing and chain) and those for the scattered trades 
(tailoring and box-making) have established minimum rates 
applicable throughout the trade. At the time when the Memo- 
randa were issued the following time rates had been established 
by the’ Boards :— 


Females Males Dates when awards (time or 
Trade. per hour. per hour. piece) came into full operation. 
Chain making... ... 24d. 5d.—Td. 23 Feb., 24 May, 2 Aug., 1911 
Lace finishing... 2d. a 19 Feb., 16 Sept., 1912 
Box making— 
Great Britain... 3d. 6d. 12 Sept. 1912; 6 Jan., 1913 
Trelam@:... «0. sss 23d. 6d. 5 May, 6 June, 1913 


Tailoring— 
Great Britain... 34d. 6d. 20 Feb, 1913 
Ireland... ..  ... Not yet fixed — 
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Minimum piece-rates have also been fixed for various processes in 
the chain and lace trades and for the match-box makers of the 
East End of London. If the employer pays workers by piece for 
doing work for which a minimum time-rate, but no general mini- 
mum piece-rate has been established, “it is not necessary for him 
to show that the piece-rate which he has fixed yields every worker, 
however slow or incapable, at least the same amount of money 
as the minimum time-rate would yield, nor, on the other hand, 
is it sufficient for him to show that the piece-rate, which he has 
fixed, will yield the equivalent of the minimum time-rate in the 
case of a specially fast worker.” In other words, in effect, a 
certain proportion of the workers may earn less than the minimum 
time-rate in every factory of a trade in which piece-work prevails, 
and for which, for one reason or another, no piece-work rate 
has been fixed. ‘This is the first important modification of the 
principle of a rigid minimum wage which has been admitted. 
The second arises out of the power of the Boards to issue permits 
to slow workers to be employed for less than the minimum rate. 
At the time of the issue of the Memorandum in May the number 
of permits authorised was: in lace-finishing, 2; in box-making 
(Great Britain), 24 ; in tailoring (Great Britain), 95. The remain- 
ing three Boards had not granted any permits. It is important, 
further, to observe that the principle of a lower minimum rate for 
women than for men has been admitted, and that scales of special 
minimum rates have been fixed for juveniles and learners. In order 
to prevent the possibility of the minimum wage principle being 
in effect defeated by the substitution of juveniles and learners for 
qualified adults, it has been found necessary in the awards for the 
hand-hammered chain, the dollied and tommied chain, and the 
machine-made lace and fancy net finishing and paper box (Britain 
and Ireland) trades, to require that all learners, who receive less 
than the minimum rates payable to adults, shall obtain certificates 
from the Trade Board responsible for the trade in question. It 
has been laid down in these awards of the Chain and Lace Boards 
that, “in granting or withholding such certificates, the Trade 
Board may take into consideration whether, having regard to 
the number of learners employed in any factory or workshop, or 
under any journeyman or worker, the learner proposed to be 
certificated has a reasonable prospect of receiving due instruction. 
Provided also that the certificate may be withdrawn if the Trade 
Board considers that the conditions have ceased to be such as 
would have originally justified the issue thereof.” The two Paper 
Box Boards have also established a system of certificates for 
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learners, and require that these learners shall be properly in- 
structed. Investigating officers have been appointed to secure the 
enforcement of the minimum rates fixed under the Act. There 
had been four prosecutions up to the time of the publication of the 
Memoranda. Various instances are given of cases where em- 
ployers have been compelled to refund arrears without prosecution. 
According to information. which has subsequently “leaked out ” 
through a Trade Union journal and a Labour newspaper, 371 
individuals in the clothing trade were compulsorily repaid arrears 
varying from a few shillings to £5 between February and 
September, 1913. 

The Government announced last Session that it proposed to 
ask Parliament to sanction the extension of the Act to the trades 
of (1) sugar confectionery and food preserving, (2) shirt-making, 
(3) hollow-ware making, (4) linen and cotton embroidery, 
(5) calendering and machine ironing in steam laundries. It was 
calculated that between 150,000 and 200,000 additional persons 
would be brought under the Act by this extension. The proposal 
for extension to the four first-named trades was accepted by 
Parliament without demur. But owing to an unfortunate series 
of errors of judgment on the part of Board of Trade officials, the 
laundry employers were able on a technical point to defeat the 
attempt to secure the inclusion of a section of the laundry 
industry. The somewhat complicated history of the proceedings 
which led to this result may be unravelled with some difficulty 
from the Report of the Select Committee. A full consecutive 
analysis of the Report has been published in the New Statesman 
Blue Book Supplement for October 4th, 1913, pp. 3-4. It may 
be added that a number of persons with an intimate acquaintance 
of the working of the Trade Boards are of the opinion that the 
attempt to isolate special “trades” within the laundry industry 
is a mistake, and that it would be a wiser as well as a bolder course 
to schedule the whole industry, or at least the whole of the 
factories where power of any kind is used for driving machinery. 
The knotty point in the controversy over the laundry trade arises 
out of the competition of the hand laundries (including thousands 
of poor women who wash for a few customers with the aid of 
a friend or a child) with that of the power laundries. But it 
appears that the power laundries are, as a matter of fact, steadily 
gaining on the hand laundries, and if it is finally considered 
administratively impossible to deal with the rate of payment in 
all or in the smallest of the latter, it is difficult to believe that 
the exclusion of all or some from the minimum wage regulations 
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would inflict an appreciable injustice upon the power laundries. 
However, that is a question sub judice. Mr. Buxton promised 
to deal with the application of the Act to laundries this year, 
and it is to be hoped that Parliament will see that a measure of 
justice is accorded to as many as possible of the underpaid workers 
in the industry. 

These two Reports do not provide by any means an adequate 
survey over the problem of the working of the Trade Boards Act. 
They need to be supplemented by a study of the writings of private 
individuals who have investigated the subject, and particularly 
those of Miss Constance Smith (see Crusade for June, 1912), of 
Mr. J. J. Mallon (in the collection of lectures entitled ‘The In- 
dustrial Unrest and the Living Wage”; see review, p. 104 above), 
and of Mr. S. C. Moore (see ‘THE EcoNoMIc JOURNAL, September, 
1913). Several points may be said to be established. It is clear 
that a legal minimum wage can be fixed without causing serious in- 
convenience either to employers or to workers in low-paid trades. 
It has appeared that it is impossible to help the lowest grade of 
sweated workers without incidentally also increasing by direct inter- 
ference the wages of a slightly better, but still badly paid class. In 
fact, the Trade Boards have done as much for this class as for the 
lowest grade of sweated persons. They have, further, been of 
assistance to men as well as women, and they have directly or in- 
directly dealt with the question of the hours of labour and of the 
employment and training of juveniles. But we need information 
with regard to a number of other points. Is there any reason why 
the Trade Boards should not be given power, as in Australia, to deal 
directly and adequately with questions of hours, employment of 
juveniles, and conditions of labour generally? Is there any 
defence for the complete separation and estrangement of the 
Factory and Trade Board Departments especially in view of the 
fact that only the other day New South Wales, after overhauling 
its labour inspectorate, decided on a co-ordination of the two 
branches, which were previously separated much in the same way 
as in this country? Is not the existence of separate Trade 
Board “investigators” and factory inspectors an. anomaly arising 
out of that ad hoc spirit which is at once the glory and 
the weakness of English social legislation? And, finally, is the 
Trade Board staff really adequate for its rapidly increasing work? 
Has the Treasury been perpetrating any unwise pieces of cheese- 
paring here? Obviously, these questions of staff do not constitute 
any valid argument against a reasonably rapid extension of the 
Trade Boards Act. And possibly a more adequate staff would 
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enable us to secure more substantial and informative reports on 
the working of the Act. 
FREDERIC KEELING 


OTHER OFFICIAL PAPERS. 


Report from the Select Committee on Post Office Servants (Wages 
and Conditions of Employment). [H. of C. 268.] 1918. 
Price 2s. 4d. 


THis report is not a very informing document. It bears 
evident signs of either haste or carelessness in its preparation. 
Although it is possible with the exercise of patience to discover the 
rates of pay of any class of postal servants from its pages, there is 
no tabular summary (which is practically essential to enable 
anyone to secure an effective understanding of the problem), nor 
is information given with regard to earnings as opposed to rates 
of payment or wages, where the distinction is of importance 
(as, for instance, in the case of auxiliary and casual labour). The 
whole manner in which the controversy over this report has been 
conducted is exceedingly unsatisfactory, and must to some extent 
be attributed to the unscientific character of the report itself. 
The Post Office came out with the statement that the concessions 
involved an expenditure of a million (distributed over 240,000 
workers). The unions replied that the Post Office had disin- 
genuously concealed the fact that the complete million would not 
be required for some years, until the full effect of increased scales 
had made themselves felt. And so on, with endless controversy 
over details, which the character of the report made it exceed- 
ingly difficult to follow, the public being left to form a judgment 
mainly from its general prejudices and, according to its disposition 
to credit the general assertions either of the upper or of the lower 
grades of its servants. 

There is no panacea for labour disputes, whether the employers 
are private enterprisers or the public. But it is difficult to exag- 
gerate the importance of a clear statement and interpretation of 
the complicated issues which are often at stake. Yet it is note- 
worthy that in the case of two out of the three largest groups of 
strikes which have taken place in the last three years we knew 
less with regard to the wages of the employees than we do with 
regard to most classes of workers. The exclusion of mining from 
the Board of Trade Earnings and Hours Inquiry of 1906 seems 
to confirm the rumour that the mine-owners refused the informa- 
tion to the Board of Trade. No attempt apparently was made 
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to substitute for the ordinary lines of the inquiry, which were 
obviously inapplicable in the case of dock labourers, some other 
method of calculating their earnings—as, for instance, that adopted 
by the Hamburg Government during their great inquiry in 1896. 
Now, while we have been passing through a period of strikes 
and threatened strikes among public employees of both central 
and local authorities, it is somewhat disconcerting to find that 
there is less accessible and intelligible information about the wages 
of these workers than there is with regard to the engineering trades 
or agricultural labourers. Apparently it never occurred to the 
Select Committee, while they were going through their detailed 
quasi-judicial examinatian into the status of each class of Post 
Office employees, to ask the Department of Labour Statistics in 
the meantime to prepare an intelligible statement of the Post 
Office Wages Bill. This sort of thing cannot be done efficiently 
either by an ordinary Government department or by a Select 
Committee any more than it can by a private firm. The presenta- 
tion of wages statistics is a science, which grows in its technicali- 
ties every year, and in which amateur methods are sometimes 
worse than useless. The Government might do worse than order 
the preparation of a triennial blue book by the Department of 
Labour Statistics with regard to the wages of all public employees.. 
The notion that public employment should be “model” employ- 
ment is fast gaining general recognition. It would be well to 
know how far the principle really is recognised. 

There are some useful sections in the report other than those 
dealing with wages. It is satisfactory to learn that the Com- 
mittee recommends that Post Office premises should be inspected 
by Factory Inspectors. Labour Exchange premises might with 
advantage be visited by the same authorities, not that one antici- 
pates the discovery of very gross scandals in either class of public 
offices, but in order that an impartial authority may be constantly 
at work encouraging the maintenance of a model standard of 
sanitation. The Committee appear to have made no recommenda- 
tion with regard to the scales of pay of casual workers, which were 
the subject of agitation in several districts last Christmas. Why 
should not the regularly employed charwomen receive the privi- 
leges of established officers? Security of tenure is relatively more 
important to the humble than to the great. One notes that the 
Committee recommends a lower scale for the payment of these 
women in London than is adopted by the London County Council, 
since 5d. an hour is to be paid only after five years of service 
at 43d. FREDERIC KEELING. 
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Royal Commission on the National Resources, Trade, and Legisla- 
tion of certain portions of His Majesty’s Dominions. 


Minutes of Evidence taken in New Zealand in 1918. 1913. 
[Cd. 7170.] Price 2s. 


Minutes of Evidence taken in Australia. Parts I. and IT. 1913. 
[Cd. 7171, 7172.] Price 2s. 11d.+3s. 


Second Interim Report. 1914. [Cd. 7210.] Price 1s. 


THis Report deals with Australia and New Zealand—their 
General Trade Position, Migration, Oversea Communications, 
Railways and Finance, Natural Resources, Trade Questions, 
Legislation, Empire Development and Organisation. 

To be reviewed. 


Statistical Abstract for the several British Self-Governing 
Dominions, Crown Colonies, Possessions and Protectorates 
in each year from 1898 to 1912. 1913. [Cd. 7165.] 
Price 1s. 11d. 








Reports from His Majesty’s Representatives Abroad respecting 
Graduated Income Taxes in Foreign States. 1913. [Cd. 
7100.] Price 1s. 7d. 


To be reviewed. 





Census of England and Wales, 1911. Vol. X. Occupations and 
Industries. Part II. 1918. [Cd. 7,019.] Price 6s. 3d. 


THIs part comprises for Administrative Counties, County 
Boroughs, &c., a condensed list of occupations for males and 
females at fourteen periods of age. This is one of the most 
interesting and valuable of the Census Volumes, and several 
improvements seem to have been made since 1901. 





CURRENT TOPICS 


THE authorities of the Panama-Pacific International Exposi- 
tion, to be held at San Francisco between February 20th and 
December 4th, 1915, have courteously invited the appointment 
of delegates by the Royal Economic Society, and offer a welcome 
to any members of the Society who may attend. Any members 
desirous of taking advantage of this invitation are requested to 
communicate with the Secretary at 9 Adelphi Terrace. 





Tue Annual Meeting of the Royal Economic Society will be 


held at 9 Adelphi Terrace, Strand, London, W.C., at 5.30 p.m., 
M 2 
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on Wednesday, March 18th. The following new Fellows of the 
Society were elected at the last meeting of the Council :—Sir 
J. M. Douie, Sir G. Paish, Sir W. Plender, Messrs. K. H. 
Adam, L. Alston, W. A. Bailward, P. Basu, P. A. Bernard, 
M. Briggs, Miss M. C. Buer, Messrs. E. Cadbury, A. M. Carr- 
Saunders, P. R. Chari, A. J. County, E. R. Cross, 8. L. Dey, 
G. Fanstone, Moreton Frewen, E. V. Garrad, H. H. Ghosh, 
Miss Grier, Messrs. T. E. Gugenheim, H. Hainsworth, F. A. 
Howe, M. R. Sundaram Iyer, S. C. Johnson, F. L. Jones, Miss 
M. C. D. Law, Messrs. W. J. Mason, W. H. Moreland, K. F. 
O’Hanlon, W. Piercy, R. L. Reiss, C. Rozenraad, R. S. Smirke, 
K. H. Strawbridge, C. P. Woodifield, L. 5. Wooif. 





THE attention of readers of the ECONOMIC JOURNAL is called 
to the new terms on which libraries of a public or semi-public 
character are now enabled to receive the JOURNAL and publica- 
tions of the Royal Economic Society. Particulars, which have 
been already circulated to Fellows of the Society, can be obtained 
on application to the Secretary, 9 Adelphi Terrace, Strand, W.C. 





RECENT PERIODICALS AND NEW BOOKS. 


The Quarterly Review. 


January, 1914. The Vagaries of Modern Political Economy. 
Pror. Picou replies to Prof. Nicholson’s attack on Wealth and 
Welfare, and from Prof. Nicholson there is a brief rejoinder. 


Edinburgh Review. 
JANUARY, 1914. Compulsory Settlement of Industrial Disputes. 
W. G. ConstaBLe. The Coming Land Tyranny. Haroup Cox. 
Contemporary Review. 
Fepruary, 1914. The Poverty of Production. L. G. Cu1ozza Money. 


Based on the figures of the Census of Production. The Land 
Policies of German Towns. W. H. Dawson. 


The Political Quarterly. 


Fesruary, 1914. This is the first number of what is described as 
a Journal of Contemporary Political Studies, primarily intended 
“to consider developments of political, social and economic policy 
in the United Kingdom.” The Financial Arrangements of the 
Home Rule Bill. The Dublin Labour Dispute. 


Economic Review. 


JaNuaRY, 1914. Studies in the Industrial Productivity of Man. 
L. W. Witspen. Based on the Census of Production. The 
Incidence of the Insurance Tax on British Agriculture. A. W. 
Asupy. Further Notes on Some Fundamental Notions of 
Economics: Capital. Pror. J. A. Smita. Prof. Smith holds 
that “Capital is wealth in economic use.” He concludes: “To 
clear up the mess made about Capital by economists who think 
they can proceed without logic, or with a merely extemporised 
logic, is a repulsive, but necessary business. Beginner as I 
am in the application to economics of the principles of logical 
science, I seem to myself to have made some advance in dis- 
pelling the clouds of confusion in which such economists have 
enwrapped the ‘ fundamental notion’ of Capital.” 
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Bankers’ Magazine. 

January, 1914. Callable Capital in Banks. Sir INGLIs PALGRAVE. 
A defence, against Viscount Goschen’s criticism, of the policy 
of reducing or abolishing uncalled liability. Stock Exchange 
Values for the Past Month and Year. The average depreciation 
of all classes of securities during 1913 amounted to 5:2 per cent. 

Fesruary, 1914. Bank Rate Chart and Statistics. A. H. Gipson. 
The figures of Mr. Gibson’s former investigations are brought 
up to date. The latest decennial average shows a higher bank- 
rate (3°735) than for any decade since 1865-74. London 
Bankers’ Clearings in 1918. 


Statistical Journal. 


DecEMBER, 1913. The Course of Real Wages in London, 1900-12. 
Frances Woop. A critical discussion of the Board of Trade 
figures, which have been checked by independent research. 
Another phase of the same inquiry was discussed in THE 
Economic JourNnau for December, 1918. The Fourteenth Session 
of the International Statistical Institute. 

January, 1914. The Co-operative Insurance of Live-stock in England 
and Wales. Sir JaMes Witson. Some material for a Study of 
Trade Fluctuations. D. H. Ropertson. On the period of 
gestation of new capital, and the period of replacement of 
capital. A New Illustration of Pareto’s Law. J. C. Stamp. 
An application to the statistics of higher incomes in the United 
Kingdom. 

The Women’s Industrial News. 


January, 1914. Government Contracts and the Disenfranchised 
Worker: A Study in the Brush-making Trade. Mrs. Brernarp 
DRAKE. 


New Statesman (Supplements). 


Fresruary 14, 1914. Co-operative Production and Profit-sharing. 
SipNneEy and Beatrice Wess. A short treatise in eleven chapters, 
historical and critical, on Associations of Producers. 

Fepruary 21, 1914. Women in Industry. Women’s Wages. Mrs. 
F. W. Huppack. Women in Trade Unionism. Miss B. L. 
Hourcuins. The Legal Minimum Wage at Work. J. J. MaAuuon. 


Quarterly Journal of Economics (Harvard). 


NoveMBER, 1918. The Tariff Act of 1918. EF. W. Taussic. The 
Administrative Provisions of the Revenue Act of 1913. J. F. 
Curtis. Deals with new~ provisions largely required by the 
great development of the ad valorem principle of taxation ,in 
the new tariff. The Income Tax of 1918. J. A. Hm. These 
three articles give an excellent conspectus of the recent changes 
in the United States’ system of taxation. Four Years more of 
Deposit Guaranty. THoRNTON Cooke. A study of the deposit 
guaranty laws of Oklahoma, Kansas, Texas, and Nebraska. The 
Social Point of View in Economics.—I. L. H. Haney. A 
discussion of such questions as—What is Society? The Kartell 
Movement in the German Potash Industry. H. R. Tospau. 
Industrial Bounties and Rewards by American States. F. W. 
POWELL. 
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American Economic Review (Boston). 


DeceMBeER, 1913. The Security Holdings of National Banks. J. H. 
HOLLANDER. An analysis of the $1,000,000,000 worth of 
securities, other than United States bonds, held by the national 
banks. Objections to a Compensated Dollar. E. M. Parrerson. 
Amortisation. A.D. CHANDLER. On the various principles which 
can govern sinking funds. 


Political Science Quarterly (New York). 

DecEMBFR, 1913. The Wisconsin Income Tax. T. S. Apams. 
Governmental Regulation of Securities Issues. A. U. AyREs. 
Attempts are being made in certain American States to protect 
investors against unsound flotations. The Field before the Com- 
mission on Industrial Relations. Paut U. KetLtoae. An Inter- 
state Commission, appointed to investigate the field of relations 
between employer and employee, entered on its work in 
October, 1913. 


Annals of American Academy (Philadelphia). 


NoveMsBeER, 1913. A series of articles on Reducing the Cost of Food 
Distribution. 
January, 1914. A series of articles on Housing and Town Planning. 


Journal of Political Economy (Chicago). 


NovemBer, 1918. The Truth about the IL.W.W. R. F. Hoxir. The 
Industrial Workers of the World are far from being the grim and 
powerful organisation which is often depicted. Money and 
Prices.—II. J. D. Maces. A statistical study, with special 
reference to Chicago and the United States, continued from 
the October number. The Indian Gold Absorption. Wiiu1aM F. 
SPALDING. 

DeceMBER, 1918. Uniform Methods of Railway Accounting. FRANK 
Nay. Workmen’s Compensation in the United States: A Review. 
E. H. Downey. 

January, 1914. The Tariff of 1913.—I. H. Parker WILLIs. 


Bulletin of U.S. Bureau of Labour Statistics. 


No. 117. Prohibition of Night Work of Young Persons. 

No. 118. Ten-hour Maximum Working-day for Women and Young 
Persons. 

No. 127. Dangers to Workers from Dusts and Fumes, and Methods 
of Protection. Numerous illustrations. 

No. 134. Wages and Hours of Labour in the Boot and Shoe and 
Hosiery and Knit Goods Industries: 1890 to 1912. 

No. 135. Wages and Hours of Labour in the Cigar and Clothing 
Industries, 1911 and 1912. 

No. 136. Retail Prices, 1890 to August, 1913. 


Revue d’Economie Politique (Paris). 


NovVEMBER—DeEcEMBER, 1913. L’alimentation populaire @ Paris. 
FEILBOGEN. Intervention légale et contrat collectif du travail. 
G. Prrov. Brisbane, Esquisse du développement d’une capitale 
coloniale dans l’Empire Britannique. C. SCHINDLER. 
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JANUARY—FeEsBRuARY, 1914. La Notion de Valeur. C. Bopin. La 
répartition de la propriété rurale en Autriche. R. Gonnarp. 
Quel est l’avenir des industries rurales & domicile. G. OLPHE- 
GALLIARD. 


Journal des Economistes (Paris). 


DEcEMBER, 1913. Quelques effets du protectionnisme agraire en 
Hongrie. Simon ABERDAM. Les Trusts de navigation trans- 
atlantique. Max HocHSscHILLER. 

January, 1914. Le Marché financier en 1913. ArtHur RaFFALOVICH. 

Fesruary, 1914. L’évolution et les régressions fiscales. YvES Guyot. 


Revue Economique Internationale (Brussels). 
q 


NovEMBER, 1913. Le taux privé de l’escompte et le cours du change. 
Maurice Ansiaux. The relation of Central Banks to the rest 
of the Money Market. Le Probléme de la propriété paysanne en 
Egypte et la récente loi d’insaisissabilité. Lion Pour. Deals 
with Lord Kitchener’s “Five Feddan Law.” L'Association du 
Capital et du Travail par l’actionnariat ouvrier. R. DE BrRiEy. Co- 
operative Production, Port Sunlight, the Gas Companies, &c. 
Les effets de la réduction légale de la journée de travail dans 
les mines en Belgique. G. DE LEENER. 

DecEMBER, 1913. Des conditions dans lesquelles se présente actuclle- 
ment le crédit des Etats Balkaniques. H. Pumovuze. 

JaNuarY, 1914. Le mouvement ouvrier et la réforme sociale en 
Angleterre. E. von Puiwippovitcn. “On peut dire qu’il n’existe 
pas en Angleterre de parti ouvrier démocratique social important, 
mais tous les ouvriers organisés ont trempé leurs armes 4 la 
flamme de l’idée socialiste lorsqu’ils ont lutté contre les 
patrons.” Le “coin des grains” &@ Anvers. P. VAN HISSENHOVEN. 
Les Chemins de fer suisses. G.GarteL. La Banque de Russie. 
B. S. CHLEPNER. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 


NovemBeR, 1913. August Bebel. R. Micuets. Die Agrarfrage in 
Russland seit 1905. N. Ocanowsky. Methodologisches zu den 
Problemen des Wertes und des wirtschaftlichen Prinzips. 
E. Hermann. Ueber das Verhdltnis von Arbeitszeit und geistiger 
Aufnahmefahigkeit der Arbeiter. W. Kocumann. Der Soziale 
Gedanke Kropotkins. L. Fappri. 

January, 1914. Ueber den Subjektivismus in der Prieslehre. O. v. 
ZWIEDINECK. Ueber einige in der Natur des Beobachtungsob- 
jekts liegende Schwierigkeiten des  volkswirtschaftlichen 
Forschens. Luso Brentano. Die italienische Muttersversicher- 
ung und ihre Bedeutung. G. MicHe.s-LInDNER. 


Schmoller’s Jahrbuch (Munich). 


Part 1, 1914. Die soziale Bewegung Englands von 1770-1912 im 
Lichte der Marzistischen Klassenkampfsideen. GUSTAV 
ScHMOLLER. With special reference to Beer’s recent “Geschichte 
des Sozialismus in England.” Hochschulbildung fiir Untern- 
ehmer. K. Turess. Prinzipielles zur Erforschung der Teuwerung. 
W. Eacenscuwyter. On the theory of money, partly critical of 
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Fisher. Das Stille Meer. Paunt Denn. The Panama Canal 
and the Pacific. Zum Stande der niederlandischen Arbeiter- 
bewegung. C. vAN Manen. Lohngestaltung auf dem Lande 
im Zusammenhange mit agrarischen Entwicklungen. ANNA 
NEUMANN. 


Annalen fiir Soziale Politik und Gesetzgebung (Berlin). 


Vou. III., Parts 3 anp 4, 1914. Die Reichsfinanzgesetzgebung von 
1913. W. Gertorr. Rundschau tiber das Versicherungswesen. 
A. GUNTHER. 


Zeitschrift fiir Volkswirtschaft, Sozialpolitik und Verwaltung 
Vienna). 


Part VI., 1913. Das gesetzliche Lohnminimum in England. (44 
pp.) WERNER Picut. Deals with the Trade Boards Act, 1909, 
and the Coal Mines (Minimum Wage) Act, 1912. Die Verschieb- 
ung des wirtschaftlichen Kraftverhdltnisses zwischen England 
und Deutschland. Karu Unuic. Die erste Lassallebewegung 
in Osterreich. Junius BunzeL. 


Giornale degli Economisti (Rome). 


November, 1913. La riforma delle pensioni civili e militari. 
L. Amoroso. L’emigrazione in Siberia. JENNY GRIZIOTTI- 
KRETCHMANN. Banche popolari. L. Tuccart. 

December, 1918. Le riforma delle pensioni civili e militari. 
A. Benepuce. La ferrovia di Adalia. U. pi Brenepetti. La 
riforma doganale Nord-Americana. A. CARONANI. 

JaNuARY, 1914. L’uomo medio. C. Gini. An appreciation of 
Quetelet’s leading conception, Il principio mutualistico nelle 
assicurazioni. A. BrENEDUCE. On the principle of insurance 
underlying co-operation. Sulla perequazione mediante curve 
unimodali semplici. F. InsonEra. Criticising the method by 
which Prof. Karl Pearson ascertains the constants pertaining 
to his scheme of Frequency groups, the writer proposes a new 
system of equations involving the fifth “moment.” Nuove 
ricerche sulla mortalita italiana. G. Morrari. A lucid sum- 
mary of the diminution in mortality shown by the returns of 
1901-10, compared with earlier periods. 


La Riforma Sociale (Turin). 


December, 1913. La logica Protezionista. L. Ernaupi. A vigorous 
polemic. 

JANUARY—FeBRvuARY, 1914. La Serrata degli avvelenatori. G. Prato. 
Restrictions on the sale of liquor in Italy are discussed in the 
light of the regulations in other countries. 


Rivista Critica di Scienze Sociali (Florence). 
January, 1914. La legge-ipotesi fondamentale della scienza finan- 
ziaria. R.A. Murray. La teoria delle crisi. M. ALBERTI. 


De Economist (The Hague). 


JANUARY, 1914. Minimum-loonbeweging. J. A. Levy. Continued 
in February. 
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NEW BOOKS. 


English 


BauuEN (Dorotuy). Bibliography of Road-making and Roads in 
the United Kingdom. London: P. 8. King. 1914. Pp. xviii+281. 
15s. net. 

[With an introduction by Sir George Gibb. A useful and laborious work, 
described by the compiler as ‘‘a revised and considerably enlarged edition” of the 
Bibliography compiled by Mr. and Mrs. Webb in 1906.] 


Barsour (Sir Davin). The Influence of the Gold Supply on 
Prices and Profits. London: Macmillan. 1913. Pp. xii+104. 
3s. 6d. net. 


[To be reviewed. ] 


Best (R. H.) and Oapen (C. K.). The Problem of the Continua- 
tion School and its Successful Solution in Germany. London: P. 8. 
King. 1914. Pp. 80. 1s. net. 


[With an introduction by Dr. Georg Kerschensteiner and numerous illustrations. ] 


Bootn (CuHarues). Industrial Unrest and Trade Union Policy. 
London: Macmillan. 1918. Pp. 32. Library Edition, 1s.; Popular 
Edition, 2d. 

[In this pamphlet Mr. Charles Booth argues that Trade Unions, however great 
their social and political success, have failed to fulfil their high economic ex- 
pectations. He suggests to them an extended policy of ‘fair house” discrimin- 
ation between one employer and another. There would be non-interference by 
unions with the action of accepted employs, which should be at least one-third (say) of 
the total, and a concentration of collective bargaining and Trade Union action on 
the not accepted. Reviewed above.] 


Cannan (Epwin). Wealth: A Brief Explanation of the Causes 
of Economic Welfare. London: P. 8. King. 1914. Pp. xxiii+ 274. 
3s. 6d. net. ‘ 

[It is hoped that this work may be found useful by academic teachers and 
students, as well as by readers who wish to improve their capacity for dealing with 
practical economic problems without attendance at lectures and classes. It has 
been evolved gradually out of the annual course of lectures which the author has 
given for first-year students at the London School of Economics.” To be reviewed. | 


Carr (Comyns), GARNETT (Stuart), and TayLor (J. H.). National 
Insurance. Fourth Edition. London: Macmillan. 1913. Pp. xliii 
+1284. 15s. net. 

[This very valuable work of reference, having reached a fourth edition, has been 
brought up to date with reference to the Amending Act of 1913, and to the great mass 
of orders, regulations, and decisions which have been issued administratively. The 
principal official documents are given in appendices. The great bulk of these has 
necessitated the omission of the introductory descriptive chapters. The publishers 
are to be congratulated on producing a volume of over 1,300 pages which, on account 
of the use of very satisfactory paper, is neither heavy nor unwieldy. | 


_ Carter (G. R.). The Tendency towards Industrial Combination. 
London: Constable. 1918. Pp. xxiii+391. 6s. net. 

[‘‘A study of the modern movements towards industrial combination in some 
spheres of British industry ; its forms and developments, their causes, and their 
determinant circumstances.” To be reviewed.] 
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CastBERG (P. H.). Production: A Study in Economics. 
London: George Allen. 1914. Pp. xvi+382. 5s. net. 


[A new and cheaper edition of a work originally published in 1907. To be 
reviewed. ] 


Channel Tunnel: Full Details of the Present Scheme—Military, 
Engineering, Financial. Channel Tunnel Company. 1913. Pp. 136. 


[A synopsis of various materials relating to this project,— parliamentary speeches, 
articles by military authorities, etc. etc.] 


CuapmaN (S. J.). Outlines of Political Economy. Second Edition, 
London: Longmans. 1913. Pp. xvi+413. 3s. 6d. net. 

[Beyond the removal of some ambiguities and obscurities, this edition is not 
substantially different from the first which was reviewed in the Economic JoURNAL, 
vol, xxii, p. 71.] 


Cote (G. D. H.). The World of Labour: A Discussion of the 
Present and Future of Trade Unionism. London: G. Bell. 1918. 
Pp. vii+443. 5s. net. 

[With frontispiece by Will Dyson. Reviewed above.] 


Date (Bernard). The Effect of Taxes on Foodstuffs. London: 
Effingham Wilson. 1914. Pp. xv+64. 2s. net. 

[‘‘ A tax may be imposed on a portion of the supply finding sale without increas- 
ing the price of the whole supply, provided it is imposed on that portion of the 
supply which is produced under the most favourable circumstances and does not 
exceed in amount the value of the differential advantage possessed by the owner of 
that portion.” This rule has been overlooked by ‘‘the fourteen professors” as well 
as by leading politicians. The author appears to assume that the taxed source of 
supply has no other possible market except the taxing country. ] 


Heaton (HERBERT). The Letter Books of Joseph Holroyd (cloth- 
factor) and Sam Hill (clothier). Halifax: F. King and Sons., 1914. 
Pp. 41. 2s. 

[‘‘ Documents illustrating the Organisation of the Yorkshire Textile Industry in 
the early 18th century,” published by the Bankfield Museum, Halifax. To be 
reviewed. ] 


Jounson (S. C.). A History of Emigration from the United 
Kingdom to North America, 1763-1912. London: Routledge. 1913. 
Pp. xvi+ 387. 6s. net. 

[A thesis for the degree of Doctor of Science (Econ.) in the University of 
London. ] 


Jones (Ropert). The Nature and First Principles of Taxation. 
With a Preface by Sidney Webb. London: P. S. King. 1914. 
Pp. xvii+299. 7s. 6d. net. 


[The author devotes the greater part of his space to an historical account, with 
numerous citations, of the development of ideas about taxation. To be reviewed.] 


Kirkup (THomas). A History of Socialism. Fifth edition, revised 
and largely rewritten by Edward R. Pease. London: A. and C. 
Black. 19138. Pp. xi+490. 5s. net. 

[The first edition of the late Mr. Kirkup’s History was published in 1892, and 


reviewed in the Economic JouRNAL, Vol. iii, p. 108. The present edition has been 
rewritten by the Secretary of the Fabian Society. To be reviewed.] 


Lawson (W. R.) British Railways: A Financial and Commercial 
Survey. London: Constable. 1918. Pp. xxxii+320. 6s. net. 
[To be reviewed.] 
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Loria (ACHILLE). The Economic Synthesis: A Study of the 
Laws of Income. London: George Allen. 1914. Pp. xii+368. 
10s. 6d. net. 

[Translated from the Italian by M. Eden Paul, and somewhat abridged. The 
Italian edition was reviewed in the Economic Journat, Vol. xix, p. 280.] 

MALLET (BERNARD). British Budgets, 1887-88 to 1912-13. 
London: Macmillan. 1913. Pp. xxiv+511. 12s. net. 


[Reviewed above.] 


Marks (T. E.). The Land and the Commonwealth. London: 
P. 8. King. 1913. Pp. xxv+314. 5s. net. 

[With reference to current proposals for Land Reform. To be reviewed.] 

MUnsTERBERG (Huco). Psychology and Industrial Efficiency. 
London: Constable. 19138. Pp. 321. 6s. net. 

[To be reviewed. ] 

Oxrorp (THE BisHop oF), with an Introduction by. Property: 
Its Duties and Rights historically, philosophically, and religiously 
regarded: Essays by various writers. London: Macmillan. 1913. 
Pp. xx+198. 5s. net. 


[To be reviewed.] 

Pigou (A. C.). Unemployment. London: Williams & Norgate. 
1914. Pp. 256. 1s. net. 

[In the Home University Library. To be reviewed. ] 

REEVES (Mrs. PEMBER). Round about a Pound a Week. London: 
G. Bell. 1913. Pp. viii+231. 2s. 6d. net. 

[Reviewed above.] 

Rew (R. H.). An Agricultural Faggot: a Collection of Papers 
on Agricultural Subjects. London: P. 8. King. 1913. Pp. xi+187. 
5s. net. 

[‘*The subjects dealt with relate to the History and Economics of British 
Agriculture.” To be reviewed. ] 

Smith (CHARLES WiuuIAM). “The World and its Natural Products 
cornered”: the greatest of all crimes of all centuries. London: 
P. 8. King. 1913. Pp. iv+14. Is. net. , 


[A pamphlet directed against all forms of speculation. ] 


Wacnua (D. E.). Indian Currency Commission. Bombay: 
Bombay Chronicle Press. 1913. Pp. 112. 
[‘* A review of the principal evidence recorded during the first session,” reprinted 
from the Bombay Chronicle.] 
Wituiams (R.). The First Year’s Working of the Liverpool Docks 
Scheme. London: P. 8S. King. 1914. Pp. 192. 2s. 6d. net. 


[Published under the auspices of the Liverpool Economic and Statistical Society. 
The author is Divisional Officer for the North-Western Division of Labour Exchange. 
To be reviewed. ] 


American. 
Brace (Harrison H.). The Value of Organised Speculation. 
Boston: Houghton Mifflin. 1913. Pp. xiii+290. $1°50. 
[A Hart, Schaffner, and Marx Prize Essay. To be reviewed.] 
Brooxs (JoHN Grauam). American Syndicalism: The I.W.W. 
New York: Macmillan Company. Pp. 264. 5s. 6d. net. 


[Based on lectures given at the University of California in 1911. To be reviewed. 
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Commons (JoHn R.). Labour and Administration. New York: 
Macmillan Company. 1913. Pp. ix+481. 7s. net. 
[With reference to the United States. To be reviewed. ] 


DavENPoRT (HERBERT JOSEPH). The Economics of Enterprise. 
New York: Macmillan Company. 1913. Pp. xvi+544. 10s. net. 


[To be reviewed.] 


FatrcHItp (Henry Pratt). Immigration: A World Movement 
and its American Significance. New York: Macmillan Company. 
1913. Pp. 455. 7s. 6d. net. 


[To be reviewed.] 


FisHer (IrvING). The Purchasing Power of Money. Second 
Edition. New York: Macmillan Company. 1913. Pp. xxiv+502. 


[Professor Fisher has taken advantage of the appearance of a new edition to 
bring some of the figures up to date, and to add an appendix on ‘standardizing the 
dollar.” There are no other substantial changes. The first edition was reviewed in 
the Economic JouRNAL for September, 1911.} 


Gepuart (W. F.). Insurance and the State. New York: Mac- 
millan Company. 1913. Pp. xiii+228. 5s. 6d. net. 

[What forms of insurance, if any, should the State monopolise? To be 
reviewed. ] 

MAGEE (JAMES Dysart). Money and Prices: A Statistical Study 
of Price Movements. Chicago. 1913. Pp. 89. 

[A doctoral thesis in the University of Chicago, reprinted from the Journal of 
Political Economvy. } 

Marsnat.t (L. C.), Wricut (C. W.), and Fretp (J. A.). Materials 
for the Study of Elementary Economics. Chicago: University of 
Chicago Press. London: Cambridge University Press. 1913. Pp. 
xvili+927. 12s. net. 


[This is a vast compilation of passages, each of a few pages in length, selected 
from a great variety of economic writers and authorities, by members of the Depart- 
ment of Political Economy at Chicago. It is intended to be used by students in 
conjunction with a systematic text-book. To be reviewed.] 


RicoMonpD (Mary E.) and Hatt (Frep. §8.). A Study of nine 
hundred and eighty-five widows known to certain Charity Organisa- 
tion Societies in 1910. New York: Russell Sage Foundation. 1913. 
Pp. 83. 

Sututivan (J. W.). Markets for the People: The Consumer’s 
Part. New York: Macmillan Company. 1913. Pp. viii+316. 


[‘* The subject of this book is the various commercial channels between the 
producer and consumer of foodstuffs.” To be reviewed. ] 


TayLor (W. G. LancwortHy). The Credit System. New York: 
Macmillan Company. 1913. Pp. x+417. 10s. net. 


[To be reviewed. ] 


Usuer (A. P.). The History of the Grain Trade in France, 1400— 
1710. Cambridge (U.S.A.): Harvard University Press. 1913. 
Pp. xv+405. $2. 


[Harvard Economic Studies, Vol. ix.] 
ZizEK (Franz). Statistical Averages: A Methodological Study. 
New York: Holt. 1913. Pp. ix+392. $2°50 net. 


[Authorised Translation of Die Statistischen Mittelwerte with additional Notes 
and References by Prof. W. M. Persons. To be reviewed.]} 
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French. 


BeEtiLom (Maurice). La Statistique Internationale de 1’ Assurance 
contre |’Invalidité. Paris: Dunod & Pinat. 1913. Pp. 47. 

{A report laid before the International Statistical Institute at its session in 
Vienna, 1913.] 

Bettom (Mavrice). La Prévoyance légale en faveur des em- 
ployés. Paris: G. & M. Ravisse. 1913. Pp. 108. 


{Based on the practical experience of Germany and Austria. ] 


Bovucuté (B.) Les ouvriers agricoles en Belgique. Brussels: 
Misch & Thron. 1913. Pp. viii+265. 
[A publication of the Institut Solvay.] 


Guyot (Yves). L’Industrie et les Industriels. Paris: O. Doin. 
1914. Pp. xxviii+ 356. Fr. 5 


KaurMann (E.). La Banque en France—considérée principale- 
ment au point de vue des trois grandes Banques de Dépdts. Paris: 
Giard & Briere. 1914. Pp. vii+503. Fr. 14. 


[Translated from the German and brought up to date by A. S. Sacker. The 
original German edition of this study of the Crédit Lyonnais, the Société Générale 
and the Comptoir National met with much approval. To be reviewed. ] 


Leroy-Beavuuieu (Pavt). La Question de la Population. Paris: 
Alcan. 1913. Pp. iv+512. Fr. 3.50. 


LescurE (JEAN). L’Epargne en France. Paris: Recueil Sirey. 
1914. Pp. vilit+114. Fr. 2°50. 
[Orginally written for the Verein fiir Sozialpolitik.] 


MALEGNE (J.). Une forme spéciale de chémage. Le travail 
casuel dans les ports anglais. Paris: Rousseau. 1913. Pp. 220. 
Fr. 8. 


Martin (G.). L’histoire du crédit en France sous le régne de 
Louis XIV. Vol. I. Le crédit public. Paris: Larose & Tenin. 1913. 


Nocaro (BERTRAND). Eléments d’Economie politique. Réparti- 
tion, Consommation, Doctrines. Paris: Giard & Briére. 1914. 
Pp. 291. Fr. 4. 


[This is the second and concluding volume of a small text-book.] 


Noaaro (B.) and Ova (W.). L’Evolution du Commerce, du 
Crédit et des Transports depuis cent cinquante ans. Paris: Alcan. 
1914. Pp. 444. 


{An elementary economic history in the Histoire Universelle dw Travail series. 
M. Oualid has dealt with commerce and transport, M. Nogaro with money and credit. 
To be reviewed. } 


Osorio (ANTONIO). Théorie mathématique de l’Echange. With 
an Introduction by Vilfredo Pareto. Paris: Giard & Briére. 1913. 
Pp. xvili+395. Fr. 10. 

[Translated from the Portuguese. The first of a series of studies dealing with 
the application of mathematics to pure Economics, This volume deals with 
equilibrium in exchange, To be reviewed.] 

Rovussin (Henri). William Godwin (1756-1836). Paris: Librairie 
Plon. 1913. Pp. vii+33. Fr. 7°50. 

{A doctoral thesis. } 
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Worms (RENE). Les Associations agricoles. Paris: Giard & 
Briere. 1914. Pp. 230. Fr. 3. 
{A brief study in the Petite Encyclopédie sociale. | 


ZAWADSKI (WL.). Les Mathématiques appliquées 4 |’Economie 
Politique. Paris: Riviere. 1914. Pp. 381. Fr. 8. 


[A discussion of the conditions in which the application of mathematical methods. 
to Economics is possible and of the degree to which it has actually proved useful. 
To be reviewed. ] 


German. 


Boreius (WaLtTHER). Zollpolitisches A.B.C. Buch. Munich: 
Duncker & Humblot. 1913. Pp. vii+125. M. 2. 


[A very small text-book.] 


CaLWer (RicuarpD). Das Wirtschaftsjahr 1907: Jahresberichte 
iiber den Wirtschafts- und Arbeitsmarkt. Zweiter Teil: Jahrbuch 
der Weltwirtschaft, 1907. Jena: Gustav Fischer. 19138. Pp. 865. 
M. 17%. 


CaLWer (RicuarD). Das Wirtschaftsjahr 1911. Erster Teil: 
Handel und Wandel 1911. Jena: Gustav Fischer. 1913. Pp. 
vii+ 332. M. 15. 


Exreuich (EvcGen). Grundlegung der Soziologie des Rechts. 
Munich: Duncker & Humblot. 1913. Pp. 409. M. 10. 


GuTMANN (F.). Das franzésische Geldwesen im Kriege 1870-1878. 
Strassburg: Triibner. 1913. Pp. xii+525. M. 12. 


Hosson (J. A.). Die Furcht vor Deutschland. Munich: Olden- 
bourg. 1913. Pp. 28. M. 0°50. 


[‘‘ The German Panic” translated with an introduction by Lord Loreburn for the 
Flugschriften des Deutsch-Englischen Verstdndigungskomitees. } 


KaurMann (A.). Vergleichende Untersuchungen iiber den Schutz 
der Arbeiter und Angestellten der Badischen Staatseisenbahnen und 
der Schweizerischen Bundesbahnen. Munich: Duncker & Humblot. 
1914. Pp. vii+158. M. 6°80. 


[Staats- wnd socialwissenschaftliche Forschungen, 175. With numerous diagrams. | 


PERLMANN (L.). Die Bewegung der Weizenpreise und _ ihre 
Ursachen. Munich: Duncker & Humblot. 1914. Pp. 73. M. 2. 
[Schriften des Vereins fiir Sozialpolitik, 139.] 


POLLER (RicuarD). Die Gefahren des Bergbaus und die Gruben- 
kontrolle im Ruhrrevier. Munich: Duncker & Humblot. 1914. 
Pp. viii+145. M. 4. 

Sreper (Ernst). Die wirtschaftliche Rivalitaét zwischen Deutsch- 
land und England. Munich: Oldenbourg. 1914. Pp. 21. M. 0°50. 

[Flugschriften des Deutsch-Englischen Verstindigungskomitees. ] 


Someart (WERNER). Der Bourgeois: zur Geistesgeschichte des 
modernen Wirtschaftsmenschen. Munich: Duncker & Humblot. 
1913. Pp. vii+540. M. 12. 

[A further contribution to Sombart’s monumental studies on the rise and mean- 
ing of Capitalism. To be reviewed.] 
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SpanurH (J.). Britisch-Kaffraria und seine deutschen Siedlungen. 
Munich: Duncker & Humblot. 1914. Pp. 82. M. 2°50. 

[Schriften des Vereins fiir Sozialpolitik, 147. 

WaGEMANN (Ernst). Die Wirtschaftsverfassung der Republik 


Chile: zur Entwicklungsgeschichte der Geldwirtschaft und der 
Papierwaéhrung. Munich: Duncker & Humblot. 1913. Pp. vii+258. 
M. 6. 


[The economic history of Chile since 1810, with a valuable bibliography.] 


Italian. 


CassorTa (CaRLo). La conzumazione et la distribuzione della 
ricchezza. Perugia. 1914. 

Cozzi (Canzio). Gli indirizzi della politica commerciale italiana 
Milan. 1914. 

Luzzatti (Giacomo). Valorie prezzi. Padua: Drueke. 1914. 

Ricci (UMBERTO). Reddito e Imposta. Rome: Atheneum. 1914. 
Pp. 1. iL. 2. 

Supino (CamILLo). Principi di Economia Politica. Riveduta ed 
ampliata. Naples: L. Pierro. 1914. Pp. x+597. L. 6. 


[The fourth edition of this manual.] 








